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CHAPTER I 

HISTORICAL BACKGROUND 


1. The Colombo Plan for Co-operative Economic Development 
in South and South East Asia had its origin in and took its name 
from the meeting of Commonwealth Foreign Ministers held at 
Colombo in January 1950. The meeting of the Consultative Com¬ 
mittee in New Delhi in October. 1953. thus has beliind it over three 

the name and 

the objects of the Colombo Plan have become familiar to those con¬ 
cerned with the problems of economic development in the area It 
may, however, be desirable to recapitulate briefly the nature and 

To 'Th^F T ® '''ill be found in Chapter 

I of the First Annual Report of the Consultative Committee which 

Trcrms l^^ld - K-chi t 

t Colombo meeting of January 1950 had for its obiect an 

Asia ? sL L /r ""d South East 

■ ® Consultative Committee to survey the need<; tn 

the dev™en^'p7oMems'o^^ "" 

to assist the countri<.< of '■^peraiive ettort could be promoted 
The original members were^Australil° 

Zealand. Pakistan and the TimfeH i ’ ' -eylon, India, New 

and British BoAeo At the fi f together with Malaya 

should draw urdeveloom^nt countries in the area 

from 1st July 1951 and that fhe^oth^^ covering a six-year period 
be invited to^ake simflar acrion iti the area should 

the meeting on the establishment reached at 

Scheme referred to in paragraph 7 be'lmv ^ Technical Co-operation 

London 

were considered and in ^'''""«>'''''ealth countries in the area 

Co-operative EconomrDev^opLnt'^^“? 

at the Colombo meetinrthe . t t" East 

port was reviewed aFreen!! t® situation since the London re- 

of the Commit,, and^^uthXn oT”"^ 

C«n»monweal.h countries ou Z are? 'ho 

the area announced the financial 
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contributions they would make towards the cost of carrying out the 
programmes. At the Karachi meeting and at the present meeting 
attention was concentrated on the developments of the previous 
year, and on the progress expected in the coming year. 

4. The Sydney meeting in May 1950 was attended by representa¬ 
tives of Commonwealth countries only; but it was contemplated 
from the beginning that all countries in the area should be invited 
to participate in the Plan on equal terms. At the London meeting 
of September 1950 Burma, Cambodia, Indonesia, Laos, Thailand and 
Viet Nam were represented by observers; Viet Nam, Cambodia and 
Laos shortly afterwards became full members; Burma and Nepal 
attended the Karachi meeting as full members, and Indonesia ha^ 
attended the present meeting in the same capacity. The United 
States which in 1950 had assistance programmes in operation in the 
area and more substantial ones in preparation, was happy to a^o- 
ciate itself with the other members of the Committee, and has 
attended, as a full member, the Colombo and Karachi meetings, as 
well as the present meeting. The International Bank for Re¬ 
construction and Development, the importance of which as a source 
of finance for development programme has been recognised, has 
maintained close liaison with the Committee in its work, and has 
been represented at the Colombo and later meetings. The Economic 
Commission for Asia and Far East (ECAFE). the studies and activities 
of which are related to development problems of the area, sent 
observers, by invitation of the Committee, to the Karachi and Delhi 
meetings. Thailand sent observers to the London and subsequent 
meetings and the Phillipines had observers at the Colombo and 

Karachi meetings. 

5. The First Annual Report, drawn up at the Karachi 'T^^etmg 
of March 1952 was able to record a year of general achie\cment. 

At that meeting several countries th 

the development programmes which had been pres 

London m?enng the Consultative Contntittee Most cou«mes ,n 

the area had benefited by the boom m raw "^^^enals, which ha^ 

substantially increased their export eammgs 

to finance their development programmes very 1 g y 

resources. The Report pointed out. however, that exceptionally 

favourable conditions of 1950-51 had already come to an end. 

6. The Karachi Report described the results of the Conferen^ 
of Commonwealth Finance Ministers w'h.ch 

1952 to consider the crisis in the payments position o th® ^er 
ling area. In November 1952. there was a Conference of Common 

wealth Prime Ministers, which was able to ^ ^ further 

Term joHcy and to formulate principles for the avoidance of further 



crises and for building up the economic strength and prosperity of 
Commonwealth countries and of the world. In this connection 
three mam pomts emerged from the hnal communique issued at the 
end of the Conference. First, ail countries present recognised the 
need to regulate therr internal policies so as to curb any inflationary 
tendencies m their econc.mies. Secondly, it was agreed that the 
countries of the Commonwealth should seek the co-operation of 
other countries m a coUective approach towards a freer system of 
trade and cu^encies. Thirdly, the Conference agreed upon the 
importance of encouragmg sound economic development with the 

orivii.nf productive strength and competitive power, 

providing employment and raising the standard of life. The Con- 

sterling Commonwealth countries develop¬ 
ment should be concentrated on those projects which directiv or 

indirectly contribute to the improvement of the Sterling Areals 
balance of payments. m-ea s 

Technical Co-operation Scheme 
7. An essential and integral feature nf 

wS 

technical assistance up to a ™lue of £ 8 mJJlion tS 

Shtr-t'eiini'sS iL”? n ■’pr 

« “epTesin?ate“o”%f^'a 

assisted by a Bureau rvith'’heGovernments, v.-hich is 
progress report of the Cotmoil is‘'anMxed'to thL° Report 



CHAPTER II 

GENERAL ECONOIMIC AND FINANCIAL BACKGROUND 

1. The progress made by the various countries in carrying out 
their development programmes during the Second Year of the 
Colombo Plan is described in the following chapters. The purpose 
of the present chapter is to give a brief outline of how the general 
economic and financial conditions which prevailed during that 
period affected the economies of these countries. 


The End of the Boom 

2. Most of the countries are exporters of raw materials and other 
primarv products. During the latter part of 1950 and first half of 1951 
the prices of such products rose far above their former levels. The 
consequent unexpected increase in national incomes enabled 
most of the countries to finance development programmes almost 
entirely from their own resources and at the same time to increase 
their external assets and internal reserves. 

3 These very favourable conditions had already disappeared 
when last year’s Report was written. It was then pointed out that 
the terms of trade for most countries in the area had swu^ng back 
again and that they would no longer be able to finance their pro¬ 
grammes so largely from their own resources. 

4. Since then, the prices of some of their main 
dities have fallen still lower. For example, rubber which had 
averaged 4s. 3d. a lb. during 1951, averaged only 2s. 3d. danng 1 
and if now about Is. 5d, Raw jute (Pak.stan) averaged 210 a 
bale in 1951, Rs. 153 in 1952. and is now about Rs. 120 , The pnc 
of manufactured jute products also fel ; for example burlap Ind.a) 
averaged Rs. 129 per 100 yards m 1951. 68 

Rs 44 Colton (Pakistan) averaged Rs. 846 per bale in 19^, _ 

630 in 1952. and is now about Rs. 410. Tin from an 

average price of £1.077 a ton in 1951 to about £616 now. 

The downward trend in the prices of some other export commo- 

it back to near its 1951 levels. 

. import prices 

fffde sfffe^h/tfl of the Karachi meeting (March, 1952). Bumaa 


4 
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is an outstanding exception; and for two or three countries, notably 
CeyJon and Malaya, despite the adverse trend since 1951, the terms 
of trade are even now considerably more favourable than they were 
in 1948 (when rubber was about Is. a lb.). For India and Indonesia, 
however, tlie terms of trade are 8 or 9 per cent, less favourable 
than in 1948. and the same is probably true of most other countries. 

A graph showing the trends in prices of some important commo¬ 
dities in the three years is given at the end of this chapter. 


Foreign Trade 

5. One effect of these various changes has been a fall in the total 
value of foreign trade. The reduction in export earnings reduced 
incomes and consequently expenditure on imports, while some 
countries were constrained to impose restrictions on their imports 
in an attempt to conserve foreign exchange reserves. 


Ceylon (October-Septcmber) 
*950-51 

J95J-52 .... 

*952-53 • - . . 

India (April-March) 

*9505* • • . . 

1951-52 

*952-53 • • . . 

Indonesia Ganuarj--Dccembcr) 

*951 • . . . 

*952 • . . . 

*95.’ .... 

Majaya Ganvary-Dcccmber) 

*95* 

*9^2 

*953 - . . ; 

Pakistan (July.June' 

*95051 

*95**52 - . . ■ 

*952-53 • . . ' 


(.C million) 
Imports* Exports 


no 

125 

(tip)* 


472 

702 

460 


300 

330 


(2J4) 


SSI 

449 

(379)» 


*75 

23 * 

146 


148 

J22 


480 

434 


450 

32 S 

(274)* 


699 

443 

^374)* 


276 

217 

I 62 


w . . *92 

mgs due maiiUy xiiTd^ 

attributable mainly to reductions' decline m imports were 

increased, and imports Jere maWa^ed 

■n the price o£ rice, which is the chief export.® ' =™P™''ement 
SSZ - -n--. for 



6 

National Incomes 

6. The fall in export earnings led to a fall in national incomes. 
This caused rather widespread economic distress and the contrast 
with the previous high expectations produced a general feeling of 
frustration and bewilderment. The types of incomes which fell most 
were those which had benefited from the boom, namely the incomes 
and profits of smallholders, especially in plantation agriculture. These 
countries are predominantly agricultural and most of their agricul¬ 
tural output is produced by farmers with small, often very small, 
holdings who have to sell their produce for what it will fetch. In an 
industrialised country of wage earners, a sharp fall in prices such as 
has taken place might have led to unemployment. In these countries 
it has led to lower incomes for smallholders producing commodities 
for export. There has been some increased unemployment, for 
example in urban areas in India. Some groups of wage-earners in the 
export industries, rubber-tappers for example, have had wages re¬ 
duced. But in most countries the cost of living has remained at 
about its 1951 levels (indeed in some countries it has risen) and on 
the whole wage-rates have not fallen. For the region as a whole the 
greater problem continues to be chronic under-employment arising 
primarily from the lack of sufficient suitable land and shortage of 
capital combined with growing populations. 

Cost of Development Projects 

7. During 1950 and 1951 there was a general rise in the prices of 
capital goods and also in the general levels of wages in the area. 
Consequently there was considerable increase, although the extent 
of this increase varied from country to country, in the costs of 
carrying out developmental projects above the original estimates 
made early in 1950. Since 1951 there has been little, if any. fall in 
the costs of building, construction and other development work. As a 
result, it is not possible for most countries to make any downward 
revisions in their estimates of the cost of the various projects in their 
future programmes. 

Internal Financial Resources 

8. There has been a marked fall, however, since 1950-51. in the 
resources available to these countries for providing their own fin¬ 
ance for their programmes. Lower incomes have meant that most 
types of taxes have given lower yields. In a number of these coun¬ 
tries export duties form a significant part of public revenue; in 
some cases export duties are levied at a lower rate when the prices 
of the exports are lower, and even if the rate has remained the 
same percentage of the export price, the marked fall in the latter 
has reduced the yield. Moreover, most countries derive a substan¬ 
tial part of their public revenues from import duties. The general 
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fall in the volume of imports, due to the fall in purchasing power 
and in some instances to import restrictions imposed in order to 
keep down balance of payments deficits, reduced the yield of import 
duties. Hence the revenues of Governments have fallen substan¬ 
tially. Some of them have not been able to meet even their cur¬ 
rent expenditure from cunent revenue. Others have been able to 
meet part of their capital expenditure on development out of their 
current revenue, but to a far smaller extent than during the boom. 


9. Efforts have been made to expand small savings but co far 
the response has not been very marked. Some countries impose a 
kind of enforced saving in the form of compulsory contributions 
oy both employers and employees, to Provident Funds, whicli in 
tneir early years are accumulating a substantial surplus But 
lower profits especially in the export industries, have reduced the 
amount available for investment. Hence, on balance, there has 
been a marked fall since 1950-51 in the total amount of savin- 

the art"® i" most countries .n 


10. Nevertheless nearly all these countries managed to mend 

^enUn™M.52.‘'}fsot:tr 

aesets and infemarrt::ttTat/br„‘'s:tf.T reJufeT^ 




CHAPTER III 
BURMA 

Economic and Financial Situation 


Burma’s economic position has continued to improve during the 

past hvo years. The development programme, launched in August 

1952 after the Pyidawtha (welfare State) conference, followed an 

arduous period of internal consolidation and restoration of internal 

security. Owing to the destruction of valuable assets in World War 

n. Burma’s production in 1946-47 was only 61 per cent of that in 

1938-39. With the general improvement in the internal conditions 

of the country, total production during the fiscal year 1950-51 rose 

to 70 per cent of 1938-39. Output and income must rise considerably 

above pre-war in order to provide an adequate standard of living 

for an increasing population now estimated to be approximately 
18 million. 


The increase in output has been due primarily to three factors 
The first is the increase in paddy cultivation and in other agricul-^ 
tural output. The second is the increase in governmental 
expenditure within Burma which included increased purchase of 
goods as well as increased wage and salary payments. These 
expenditures were matched only in part by increased revenue whUe 
the remainder was financed from reserves. The third factor was 
increased consumer expenditure throughout the economy, caused 
by a nse m mcomes resulting from the two factors already listed. 

2. A marked improvement in terms of trade j • 

taes and oUseeds ha^e faUe^ tLs In 

export and import between 

of production, especially of^raddv 
economy to improve by 25 per cLt 

1950-51. In the main thi- i?‘ ^^52-53 as compared with 

been accumulated by the not been consumed but has 

programme. ^ Government to finance the development 

1952^5? gfois ^ca^urform increased substantially. For 

doubleX figur"«rr‘mO-M 

^- 
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4. During the first quarter of 1953, wholesale prices of agricultural 
produce fell by about 10 per cent, from the level for the same quarter 
in 1952, and droppd just below the lowest level for this season of the 
year since 1948. The cost of living in Rangoon fell by 6 per cent and 
agricultural wholesale prices in all Burma are now at their lowest 
point for this quarter since the end of the war. 

5. The volume of foreign trade is still well below the pre*war 
level though the value of exports is greater than pre-war because 
of the increased level of world prices. For example, the volume of 
rice exports (in thousands of tons) fell from 3,228 in 1938-39 to 
1.367 in 1950-51 and 1.161 in 1951-52. But the value of these exports 
in the same years (in million of kyats) rose from 218 to 758 and 809 
respectively. 

6. Imports have risen sharply since the low point of 1948-49. 
Relaxation of import restrictions in 1951-52 plus the increase in the 
level of economic activity caused the continued increase in that 
year. In both 1950-51 and 1951-52 imports went to replenish 
depleted stocks as well as to meet current needs. Some excessive 
buying occurred, illustrated by the 1951-52 glut in the textile 
market, but in most textile lines this has been worked off. In 
1951-52 approximately one quarter of the imports was in the form 
of capital goods. 

Development Programme for 1951-52 and 1952-r)3 

7. A consolidated economic budget is prepared each year by the 
Ministries of National Planning and Finance and Revenue and the 
operating agencies. It is co-ordinated by the Economic and Social 
Board, after which it is approved by the Cabinet and Parliament. 
Specific projects of development are incorporated in the capital 
budget of the Government. 

8. The Industrial Development Corporation, the Mineral Re¬ 
sources Development Corporation, and the Agricultural and Water 
Resources Development Corporation were created to carry out 
some of the development projects in 1952. They have been 
broadly empowered to establish and supervise the operation of 
governmental projects through subsidiary companies; to formulate 
operational policies and carry on training, research and other 
programmes of a general nature within their respective fields’, and 
to render aid to private enterprises. They have been given 
autonomy and flexibility which will enable them to apply com¬ 
mercial criteria in their operations. It is hoped that in the carrying 
out of the development programmes, these corporations, as they 
begin active operations, will be able to make the most effective use 
of the limited number of managerial professional and technical 
personnel available. 




9. A comprehensive report on the economic and engineering 
development of the Union of Burma was submitted to the Govern¬ 
ment in August 1953, and is now under consideration. This report 
proposes a development programme to be accomplished by 1959-60 
covering economic and administrative policy, agriculture, irriga¬ 
tion, transportation, communications, electric power, mining and 
industry. The proposed programme is planned to increase the 
gross national product of the Union of Burma in 1959-60 from 4,297 
million kyats in 1952-53 to 7,000 million kyats. The total invest¬ 
ment involved in the programme is 7.500 million kyats of which 
approximately 3,000 million kyats would be utilised on projects in 
the fields of irrigation, transportation, communications, electric 
power, mining and industry. The remaining 4.500 million kyats 
would be devoted to agriculture, housing, sanitation, health, welfare 
and trades and services. 


ISO 

220 

390 


10. Substantial progress has been made in carrying out economic 
development projects during the last two years. The total expendi¬ 
ture of public authorities on development is increasing each year as 
follows:— 

Aiillicn 

f9Si-52. 

*952-53 . 

‘953-54 . ; 

For 1953-54, development expenditure will represent 30 per cent. 
Of the toUl expenditure of public authorities. 

11. The internal financial resources for financing these expendi- 
tures we derived from current surpluses of public authorities, some 
mis«llaneous capital receipts. Government cash balances and in- 

900 development expenditure of 

390 million kyate wiU be financed to the extent of 267 million kyats 

by the use of Government cash balances and investment reserves. 
Ihese cash balances stood at 489 million kya\s in May 1953. No 

Official 

kvats fn exchage have risen from 958 million 

kyats in September 1952 to 1.178 million kyats in May 1953. 

be as investment over the seven year period wUl 


Electric Power, 
Irri^tioD 

PortJ and Waterways 

Railways . ’ 

Highways 

Airways 

Telecommunications 1 

Mineral Industry 
Maoufteturing 


Million kyats 
772 
3«S 
453 

594 

U 

2 % 

230 


2.914 
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13. The foUovving is an account of the activities in the main 
fields of economic development. 

14, Transportation.—Transport facilities were seriously damaged 
by war and insurrection. Their rehabilitation and expansion will 
represent one of the largest capital programmes, ^habilitation 
and modernisation of rail and water transport facilities proceeded 
with increasing speed in 1952-53- 

Railways.—Fifty one million kyats were allotted in the budget 
for capital expenditure by the railways in 1952-53 as compared with 
a revised budget estimate of 37 million kyats expenditure in 1951- 
52. The bulk of the expenditure in both years was intended for 
the replacement of bridges, buildings, roadways and similar installa¬ 
tions. Although fuller operation and maintenance was possible 
than in the past several years, sporadic interruptions ^d damage 
by insurgents continued to occur. Owing to these activities, meet 
of the expenditure had to be devoted to the construction and repair 
of rolling stock. 

Inland WateiAvays.—Of 13 million kyats allocated for capital 
outlays by the Inland Waterways and Transport Board m 195_-53. 
about one-third was for advance payment on vessels to be ordered 
from abroad. The development plans of the Inland Waterways 
Transport Board call for rapid expansion during the next three years 
of the entire flotilla including paddle steamers, launches, tugs and 

barges. 

Shipping;—The Union of Burma Shipping Board was created m 
January 1952 to establish and operate coastal and international 
shipping services on behalf of the Government. Almost 9 mUlion 
kyats were allotted to the Board to purchase existing ships and place 
construction orders. The first ship, the S.S. Pyidawtha inaugurated 
coastal service between Rangoon and Akyab in February 1953. 

Ports:—Major expenditures by the Commissioners of the Poi't oj 
Rangoon were devoted to the rehabilitation of port facilities. Capital 
outlays are being made abroad to expand the fleet of harbour craft. 
Dredging was started in the harbour at Akyab in May 1952 and in the 
access channel at Moulmien in June 1953. Dredges for Doth operations 
were furnished by U.S. Government foreign aid agencies. 

Airways;-The Union of Burma Airways provide a service to 
33 cities and towns in Burma and international services to Calcutta. 
Chittagong, Singapore and Penang. The runways, taxiways and 
parking apron for the new Mingaladon Aerodrome at Rangoon vere 
completed in June 1952. Construction of a modern terminal is expect- 
ed to be completed by June 1955. 
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15. Agricnlture;—In March 1952, the Government drew up a 5 Year 
Plan for agricultural and rural development. The Plan calls for 
increasing the area under paddy cultivation by 3 million acres by 
1956-57 and for increasing the acreage of groundnuts, long staple 
cotton, jute, coconuts and onions. In addition, experimental dairy 
and live-stock farms are to be established. The Agricultural and 
Water Resources Development Corporation is responsible for 
planning, co-ordinating and financing the programme. During 
1952-53, the Agricultural and Water Development Corporation distri¬ 
buted subsidies of 4,378,000 kyats to farmers for bringing new Paddy 
acreage into cultivation. In 1952, 633,000 more acres were sown to 
paddy than in 1951—well above the target of an increase of 505,000 
acres. 


A Government cotton seed farm was established near Meiktila to 
provide seed for growing long staple cotton. This project is intend¬ 
ed to help in achieving the goal of 200,000 acres under improved cotton 
by 1956-57. The other activities have included the allocation of loan 
funds for jute growing, the establishment of a Government dairy farm 
with cows imported from Pakistan and the procurement of seedlings 
for 300,000 coconut trees. 


A Directorate of State Agricultural Credit to co-ordinate all Gov¬ 
ernment loans to farmers and a State Agricultural Bank have been 
established. Total Government loans to farmers in 1952-53 are esti¬ 
mated at 101-2 million kyats, which are more than double the amount 
issued in 1951-52. This is In addition to other subsidies and 
loans for special purposes, such as those mentioned above for extend¬ 
ing paddy, groundnut, and jute acreage. 


16. Industry:—The Government Cotton Spinning and Weaving 
Factory was completed and put into operation in November, 1950, 
A. contract has been negotiated for constructing and equipoino' a 
modem brick and tile plant near Rangoon, and site preparation is 

?nin/v Government is seeking an arrangement for a 

joint venture with a private firm for the construction and operation 

Ujv h . f^cXory. A contract has been negotiated for the 

to begfn ”ri9°63-54 '' 


Funds were also set aside by the Government in 1952-53 for a ioint 


wa^^r^p^rld ‘’I 
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of war time scrap, a joinery plant, a cement industry, an asbestos- 
cement board and pipe factory, a rice bran oil plant, a jute tag 
factory, the pulp and paper factory mentioned above and a fertiliser 
industry. The plan is now under consideration by the Government 
and a start has been made on some of the projects. 

17. Electric Power:—The Government has taken over various 
small plants in different parts of the country and also the Rangoon 
Electric Supply. The Government has approved a scheme of diesel 
generating installations in the principal towns with transmission and 
distribution lines to the adjacent vihages. This project is estimated 
to cost 120 million kyats. Surv'eys have been made or are under way 
for the development of hydro-electric power stations. 

18. Mining:—The number of mines being worked or explored 
under different concessions in Burma rose from 665 in 1951 to 695 in 
1952. The Burma Corporation's Bawdwin Mine is being operated as 
a joint venture by the Government and the Corporation. Exploration, 
including surveys and core boring, is underway at the Kalewa Coal 
deposit in Upper Burma, preparatory to the development of this large 
body of sub-bituminous coal. 

19. Social Services:—Of the various social welfare responsibilities 
undertaken by Government, the provision of housing and of medical 
and educational facilities involve the greatest investment demands. 
Much of 1951-52. the first year of operation of the Housing Board, was 
occupied in internal organisation and making plans although some 
actual construction was begun. In 1952-53. planning was undertaken 
on a larger scale and concrete results have been achieved. The Board 
was assigned the task of providing quarters for a large number of 
families made homeless by the disastrous fires of January and 
February 1953 and it was found possible to house, a large number of 
victims before the heavy rains came. Of the Board's regular work, 
the first project to approach completion was the construction, of 
permanent residences in the Rangoon area. Work is underway in 
various towns on the drilling of artesian wells, the repair and clean¬ 
ing of drains, the construction of housing units, and the repair of 
essential roads, Ten villages in seven districts have been chosen for 
model village development. Work is proceeding on several of them. 
To encourage housing improvement, the Board has sold aluminium 
roofing to villagers at a reasonable price and oa a time payment basis. 
The Board has also undertaken to construct 44 high schools for the 
Education Department. Approximately, one-third of the buildings, 
each accommodating 500 to 800 students, have been completed. 
Drawings have been prepared and tenders are being sought by the 
Ministry of Social Services for hospitals in ten towns. Other building 
projects include a hospital, a broadcasting station, a bazzar and an 
office building. 
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Pyidawtha Scheme:—Recognising ihai major programmes would 
take three to ten years to complete, the Government introduced the 
Discretionary Grant, under which 50.000 kyats are made available to 
each township to be spent at the discretion of the participating public, 
organised through Pyidawtha Committees at various levels of local 
Government. The Government's contribution to any one p-oject is 
limited to 10,000 kyats and the public is invited to subscribe towards 
each project in services, in kind or in cash. 


It has been estimated that the total value of capital works erected 
is between 50 and 100 per cent, greater than the expenditure from 
the Union Treasury. Although not large, the expenditure under 
these schemes in the past year has the special significance of entering 
to the immediate needs of the people. Normally discretionary grants 
are to be used in the villages, only five per cent, of total funds being 
available for use in towns. Projects are selected at township level 
and. once approved by the Divisional Committee, aie executed with¬ 
out supervision of governmental departments. The principal require¬ 
ment is that funds be utilised for the immediate promotion of vcelfare 
through such essential projects as the constructing of wells, irrigation 
works roads bridges, schools, libianes and other community facili- 
ties. Work has been going forward in most communities where in¬ 
security IS not a seriously limiting factor and in many where it is. 


Third year of Colombo Plan ( 1953 - 54 ) 

Colombo Plan during Us second year 

welfas progress achieved as 

well as the budget estimates for development expenditure m 1953-54 

have been mentioned earlier. The specific project to be urdertfkon 

n this period will form part of the long term economic and c mineer 

.hf o?ZuTo'n 


Private development activity 

in ISfi.ffit^ailhCh'thrincr'els^^i'n 

outlays. Total private capital formati^ * iT capital 

Is because of an Lrease or4 Lm u ® decrease, but this 

« not repeated in isslss stocks in 1951-52 which 

construction activity Capital increase is m building and 

expected to be'affi thrs^^mi a^in V? 5 Tst>‘" reclamation is 
subsidies help to pay for some of thic Although Government 

‘ion is carried on brie cuTivato^ 

-ctivity is included in private capitalJo^alioT" 

increastiTn^ 
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capital formation in agriculture. The latest estimates indicate that 
the number of plough cattle increased by five per cent, between March 
1952 and March 1953. 

23. Preliminary data indicate a considerable increase in 1952-53 
in both the domestic outturn of major building materials (teak, other 
hardwoods, bamboo, cement etc.) and in the imports of steel beams, 
iron bars, sheet glass, tiles, roofing sheets, etc. Private construction, 
which is estimated to have increased substantially in 1952-53, 
absorbed a substantial amount of these materials. 

24. The largest single private industrial project under way is the 
new oil refinery at Chauk. some of the equipment for which is being 
made on the site. A small sulphuric acid plant is also nearing 
completion. 

It is believed that other private investment in a large number of 
small enterprises is also substantial. 

EXTERNAL ASSISTANCE 

25. There is a serious lack of both technical personnel and training 
facilities in Burma. The Technical Co-operation Administration and 
the Specialised Agencies of the United Nations have been furnishing 
technical assistance during the past two years. Enrolment in Rangoon 
University has increased materially in the same period and univer¬ 
sity graduates and Government Officials are studying abroad in in¬ 
creasing numbers as State scholars under deputation and under 
Fulbright. Technical Co-operation Administration, United Nations 
and Colombo Plan auspices. During the next few years, however, the 
need for experienced personnel both managerial and technical will 
be great and the Union must depend upon foreign assistance to fill 
the need. Every effort is being made to expand educational and train¬ 
ing facilities, in all categories, including State scholarships abroad. 
University Government Technical Institute, Intermediate Col.ege, 
Artisans Training Centres and vocational training through the Rehabi¬ 
litation Brigade, which trains workers in the building trades. 

Various agencies of the United Nations have furnished technical 
assistance and materials as follows: — 

Technical Assistance Adminstration A team of cottage industr>' experts ; a social service 

mission, stat'stics and census advise and a town 
planning and building materials expert. 

rood and Agricultural Organisation Advisen and materials for veterinary rcsearCT. 

forest extraction, timber processing and sericul- 
ture. 

lotcrndttonal Labour Organisation . Adviscra on labour statistics and minimum wage 

control and a team of co-operative experts. 

World Health Organisation . Specialists and materials in the fields of malifitl 

control. T.B.. venereal diseases, child health 
leprosy and serology. 

United Nations cu al Child- Materials and Supplies, 

ren Emergency Fund. 

United Nations Educational Sden- Urban teacher training specialists, 
tific and CulrtJra] Organisation. 
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• 

In addition, the U.S.A., through its agencies, delivered upto 
June 30, 1953, materials, equipment and services to the value of $ 15.2 
million for various developmental activities relating primarily ^to 
health, education and to the restoration of war damaged facilities. 
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BURMA 

Balance of Payments 1951-52 


.Actual October. 1951 to September. 1952 

In 

kyats 

In 

Sterling* 

fe.t./.) 

(Figures 

in million) 

Food and feeding stufTs .... 

208 

16 

Steel and non-ferrous metah 

26 

2 

Chemicals ^including fertHiseR*! 


4 

Mdchiner\' and Equipment 

52 

4 

Vehicles ...... 

26 

2 

Petroleum and products .... 

35 

3 

Manufaettired consumer goods, etc. . 

398 

29 

Other industrial raw fratcr»als 

. . . 16 

I 

Total Imports ...... 

818 

6t 

Invisible pasments (net) .... 

?4 

3 

Pavmcnis 

Pf^ciptS Export i (f.o.b.) 

$S2 

• 

^4 

Rice and products .... 

. 809 

6t 

Metal and ores ..... 

60 

S 

Timber . ... 

56 

4 

Other ....... 

172 

13 

Total Exports ...... 

1.097 

83 

Total Receipts ..... 

• 1.097 


Current Account (Surplus or deficit) . 

• +245 

+ 19 

Source : Statement of External Trade Statisttes^-The National Income of Burma 
X 953 - 


•Exchange Rate : = 

I1S4-78 kyats. 














CHAPTER IV 
CEYLON 

Economic and Financial Situation 


As outlined in the report on the meeting of the Consultative Com¬ 
mittee held at Karachi, Ceylon’s development programme aims at the 
diversification of the economy chiefly by an increase in food produc¬ 
tion and also where economically feasible by the creation of other 
forms of employment. The carrying out of the programme depends 
on the relationship between prices received for exports and the prices 
paid for imports (particularly rice). The levels of these prices will 
determine the financial resources that will be available for capital 
investment. In recent years exports have directly contributed about 
one-thii;d of gross national income and indirectly much more since 
many industries and occupations not producing directly for export 
are largely sustained by export income. 


2. It is imperative that Ceylon maintain an optimum level of 

investment and high productive efficiency especially as the rate of 

net population increase is now about 2 8 per cent, per annum. Ceylon's 

population which was around 6.5 million In 1946 has risen to a little 
over 8 million. 


3. The economy is experiencing a financial crisis which has been 
brought about by two distinct but closely related factors: the sharply 


exchange reserves declined from Rs 1240 
million in the first quarter of 1951 to only Rs. 670 million in Au^t? 

5. This sudden change for the wors^ in 

for most other South East Asian countries 

of trade improved from 77 in 1949 tn ini • mdex of the terms 

then deteriorated to 75 in 1952 “"'I 1951, and 


• RatTof exeh«oge R,. 13.33=/: i (Sterlirg.) 

Ri. 4 ' 78 «|i (Dollar.) 
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7. Although the terms of trade are no worse now than during the 
immediate post-war years, the abruptness of the decline from the 
high levels attained in 1950 and the first few months of 1951 hit Ceylon 
sharply. The export price index, after reaching a peak of 607 (1934— 
1938=100) in March and April 1951, came down to 378 in July 1952. 
While the import price index rose from 492 in March 1951 to 629 in 
July 1952. The average price of tea in 1952 was Rs. 1-75 per Ib. 
compared with Rs. 1-94 per lb. in 1951 and Rs. 2-11 per lb. in 1950. The 
price of rubber was Rs. 1-38 per Ib. in 1952, compared with Rs. 2T5 
in the previous year. On the other hand, the price of rice, which 
is the most important import item was 38 per cent, higher in 1952 
than in 1951. 

8. The volume of imports also continued to remain at a high level 
for a number of months despite higher import prices and falling 
export prices. This phenomenon can be largely attributed to the fact 
that the internal money supply fell by only a third of the import 
surplus owing to the offsetting expansion in the GovernmerU sector. 

9. The fall in export prices and the rise in import prices com¬ 
bined to bring about a drastic worsening in Ceylon’s balance of pay¬ 
ments on current account, from surpluses of Rs. 146 million in 1950 
and Rs. 89 0 million in 1951 to a deficit of Rs. 445 million in 1952. 
This happened despite the fact that the volume of exports was main¬ 
tained. 

10. On the domestic side the payments deficit was accompanied, 
and to a certain extent induced, by expansionary forces within the 
economy, which in turn helped to sustain the high volume of imports. 
Owing to the Government’s overall budgetary deficit and the infla¬ 
tionary financing thereof, the import surplus did not bring about a 
corresponding reduction in domestic incomes and the money supply. 
The Government’s overall cash deficit for the fiscal year 1951-52 total¬ 
led Rs. 257.4 million. Of this very large deficit food subsidies alone 
were responsible for expenditure of Rs. 245-3 million. 

11. Almost as significant as the size of the deficit and the factors 
underlying it, were the methods used to finance it and their influence 
on the money supply. The deficit of Rs. 257-4 million in 1951-52 was 
financed by net borrowing to the extent of Rs. 184-4 million, chiefly 
from the Central Bank, and by running down cash balances by Rs. 73-0 
million. 

12. The country’s money supply in 1950 was approximately Rs. 900 
million. In 1951 it was about Rs. 1,000 million—the highest in the 
history of the country. From the beginning of 1952 the money 
supply has been steadily falling and is now about Rs. 800 million. 
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External assets showed a record fall in 1952 of approximately Rs. 350 
million. Ceylon’s money supply consequently contracted, but less 
than proportionately, as pointed out earlier. 


13. The Government’s budget for the fiscal year 1953-54 was 
especially designed to stem the drain on the foreign reserves by 
reducing the budgetary deficit to a level of about Rs. 75 million, which 
was expected to be financed by borrowing from the public. This 
improvement was made possible mainly through the removal of the 
food subsidies from voted expenditure. Another economy in the 
current expenditure budget consisted of the abolition of the free mid¬ 
day meal for school children. Increased revenue will be obtained 
through an increase in electricity charges, postal rates, railway fares 
and t^ugh higher rates of direct and indirect taxation. The higher 
taxation rates were, however, accompanied by increased tax reliefs as 
an incentive to private investment. Some of these measures to prune 
expenditures and increase revenues were put into effect immediately 
m July 1953, thereby reducing the estimated deficit for the 1952-53 
fiscal year to about Rs. 247 million as against the deficit anticipated 
earlier of over Rs. 300 million. 


14. The implications for the development programme of the re¬ 
moval of the food subsidies are far-reaching. By directly relieving 
the current expenditure budget of a sum of Rs. 160 million it has 
enabled the Government to maintain a higher level of capital expen¬ 
diture than it otherwise could have afforded, The removal of the 
subsidies wiU also have a salutary effect on the balance of payments 
The elimination of the subsidy in effect means a reduction ^ real 
incomes. This will not only result in a readjustment of expenditure 
patterns to the lower level of incomes and a reduction in the demand 
for imports, but it may also reduce the rate of private saving 


ixogress in Development 

sector '■-alopn.en, activity ip the public 


actMte°*wr"’®Department 1 
vlc« A ? research and investigation, and 
^ces. A Paddy Lands Act designed to improve 


intensified its 
extension ser- 
system of land 


22 


tenure has been introduced in Parjameni. A special effort is being 
made to increase the yield of rice per acre by better methods of cul¬ 
tivation and the use of fertilisers. The current yield per acre is 
about 30 bushels*. At present the domestic production of rice is 
about 270,000 tons, which is about one-third of requirements. 

From 1947 to 1953 about 71.000 acres of new irrigable land were 
reclaimed. The current rate of reclaiming such land is about 20,000 
acres per year. This is in addition to the land cleared for high-land 
cultivation. A considerable part of the reclamation of both t>T 5 es 
of land is under the Gal Oya Scheme. The response of villagers 
to the land development schemes is very favourable. Progress has 
also been maintained on the eleven major irrigation schemes referred 
to in the previous report. 

Indu.str>’—The pace of progress in the Governments industrial 
plans has been slower. The cement factory produces 70.000 tons a 
year at present. Its current capacity is 90.000 tons. With an addi¬ 
tional kiln in operation, capacity will rise to 200,OOO tons which 
equals the present volume of imports. 

The reorganisation of the plywood factory will be completed by 
October this year. The product is to be improved by the use of a 
superior type of glue. 

Progress has been made with plans for the vegetable oil factory 
and 80 per cent, of the machinery is now at the site, w’hile 60 per 
cent, of the civil engineering works are in hand. 

The paper factory is due for completion in 1954. Already 90 per 
cent, of the machinery has arrived and over 50 per cent, of the civil 
engineering work is in hand. 

The new ceramic factory’ will be in production in the middle of 
next year. The war time factory has been closed. 

Work is in progress on the factory for caustic soda, chlorine and 
D.D.T. 

Progress in the fishing industry has been stimulated by Canadian 
aid in the form of equipment and personnel for research, investiga¬ 
tion and the training of local fishermen. Towing small craft to fish¬ 
ing grounds has saved enough time to quadruple catches in some 
areas. In addition, the inland waters are being stocked with fresh 
water fish under a programme which will take 10 to 15 years to 
complete. 

Transport.—The scheme for improving Colombo Harbour is well 
under way. One new quay is now complete. 

• The lower figure given for Ceylon previously were partly due to under-reporting- 
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The road building programme has concentrated on improving 
the existing 11,000 miles of roads, including the construction of now 
bridges in the place of very old ones. 

The main work on railways in the past three yeare has been by 
way of improvements, replacements and renewals. 

Air^Port prepared for the improvement of the Colombo 

Power—Stap I of the Hydro-Electnc Scheme at Norton Bridge 

nm ^5,000 k.w. of power, and will replaL 

some of the old thermal plants. The International Bank for Re- 

T r Development has been approached for a loan to 

.hey n,ay be slowed dew" The fjee eduea.iL^Te"' 

been maintained and free health servi.-*. » scheme has, however. 

buildings are being c^mpL.ed Za? Dei'"'' ' “"‘'’ersity 

worked out satisfactorily but the oai'.- h pJans have 

financal p„ai,on. Re^ron .he pan", fhe" ^ 

free labour and land for consiructinr Wa/ offering 

very good. constructing local capital works has been 


Financing of the Development Programme 

.^eve,opn.en. e.- 


(In million of Rs.) Budget 

E«.m.*ccL 

•95I-52 Esomates 1953.ca 
__ *95**53 


53-4 

405-7 
Jl-8 



In revenue Budget “ 

In Capjt»l Budget 

^^dget "ot included in Government 


.his’’chtS“' -Pen^TTgi; 

por^rsfit ™"s.Uu"enTX\'Gr''“'^^ im 



7-4 

11*6 


303*0 

355-0 

21-0% 

4 

*5-8% 

33-1% 
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18. An approximate analysis of the domestic and foreign resources 
likely to be available for financing the planned public development 
outlay of Rs. 355 0 million for 1953-54 is shown below.— 


1. Surplus on Rfe\*enuc Account .... 

2. Resources set apart m Reveme Account for development 

3. Domestic Borrowing 


(Rs. MUUoq) 
154*9 

b*. . 78*9 


(i) Lor\g-term loans ..... got 

(ill Central Bank Advances .... I5j 95*o 

4. Miscellaneous receipts on Capual Account (ner) exclusive of Defence ex¬ 

penditure ........... (—)9*o 

5. Use of Cash Balances and Investment Reserves ..... 15*2 

Colombo Plan Capita) Assistance ....... 20*0 


355-0 


19. The most noteworthy feature of these figures is that roughly 
two-thirds of total development expenditure is intended to be financ¬ 
ed out of the current surplus of the Government. This can be 
attributed chiefly to the removal of the food subsidies. The size of 
the development programme in the years ahead will depend largely 
on the extent to which current revenue can be increased, expenditure 
under other heads reduced, and a surplus arrived at on current 
account. 

20. A recent event which bears on the financing of the 
country's development programme is the decision of the monetary 
authorities to fall in line with the trend towards higher interest 
rates. The Central Bank raised its advances rate to 3 per cent, with 
effect from 23rd July 1953. The rise in Bank rate was a more or less 
inevitable readjustment to the rise in market rates. In view of the 
need to raise substantial internal loans such a change of policy was 
unavoidable. 

21. The situation on the capital market has been generally un¬ 
favourable during the past twelve months or so. In 1950 and 1951 
Government raised two loans of Rs. 146 million and Rs. 104 million. 
Two more domestic loans totalling Rs. 100 million were raised in 1952 
while a further Rs. 80 million loan was floated and raised in August 
1953. Out of the Rs. 730 5 million outstanding public debt at the end 
of August 1953 only Rs. 19 5 million was held by individuals whereas 
Rs. 260 1 million was held by Central and Commercial banking 
institutions. 

Private Development Activities 

22. Little information is available on private investment expendi¬ 
ture in Ceylon. Gross private domestic investment in 1952 has been 
estimated at about Rs. 440 million. 
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The new tax incentives are expected to stimulate private savings 
and capital formation. These measures may be broadly classified as 
follows:— 

1. Higher.'depreciation allowance for the first year. 

2. Relief to those who incur expenditure for the purpose of 

planting tea. coconut and paddy on any land not previous¬ 
ly planted. 

3. The full cost of *-eplanting is to be allowed even when the 

replanting is with a different crop. 

4. Relief to certain approved industrial undertakings. 

5. Relief to those who invest in Government sponsored 

corporations. 


23. It is expected that the establishment of the proposed Develop¬ 
ment Finance Corporation and the Applied Research Institute will 
stimulate private investment. The Government furthermore 
welcomes foreign private capital, particularly for investment in deve¬ 
lopment projects which will strengthen the economy. Foreign invest¬ 
ment is necessary to meet the deficiency in domestic savings. 


Planning: Development 

24. On the recommendations of the International Bank Mission 
the Government established a Cabinet Planning Committee and a 
Planning Secretariat. The recommendations of the Bank Mission on 
mes of future development in Ceylon and the possible programmes 
authoritfes^^ undertaken are now being examined by the appropriate 


of 'he leader of the 

Bank Mission, whose services as a consultant were recently made 
fatf f ^ ® Kingdom under the Colombo Flan, lo formu- 

The ® programme estimated to cost Rs. 1.500 million 

The rate of implementation will depend on the availabilitv of 
sources. As a working basis the Govemnren, is 
lion the recommendations contained in the report^ of b J 

Mission. It is hoped that the Budget for 1954-55 will 

mauguration of Ceylon's new development plan the 

External Assistance 

takfn wilh'^pHal’;;™ ''"‘1- 

electrificalion in the Gat Ova devel^ Canada is also assisting rural 

■^ti.Cro“ Clwr;:*eaeh 
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has given 190 tractors, 25 heavy-duty trucks as well 
-equipment for schools. 


workshop 


New Zealand is financing the dry farming scheme at Meha 
Illupalama and has also provided Ceylon with 7 complete sets of 
dental equipment for school dental clinics. 


For 1953-54 Canada has agreed to build and equip a polytechnic 
school for training the lower and middle grade technical skills, to 
finance rural road construction, to provide 15 agricultural maintenance 
workshops, 2 diesel locomotives, 25 portable pumping sets with 
sprink er equipment and a well boring machine, equipment 
for pest control work and to assist further in the development of the 
fisheries project. It is expected that negotiations for capital aid from 
Australia and New Zealand for 1953-54 will commence shortly. 

26. Technical Assistance.—The Government of Ceylon has utilised 
the facilities of the Technical Co-operation Scheme, the United 
Nations Technical Assistance administration and of the other 
Specialised Agencies. Details are given in the annexure to this 
Report. 


In addition, Ceylon received equipment under the Technical Co¬ 
operation Scheme, details of which are mentioned in the report of 
the Council for Technical Co-operation annexed to this Report. 
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CEYLON 


Development expen diture in the public sector, U 


Revised Budge i 

Actual Estimate Estimate 

1951-5^ i95*-53 1953-34 


(In miUioo Rupees) 


Agriculture • . . , . 

Multipuipose Projects 

Forestry . 

Fisheries ..... 
Transport and Telecommunications (a) 
Fuel dod Power . 

Industry*. 

Social Capital (e) . 

Other ...... 

Totai. 


66'3 

95 4 

103* I 

6i*4 

48 0 

30 0 

0 5 

0*6 

0*3 

0*8 

6 7 

2'6 

700 

TOO 5 

88*0 

9‘9 

45 6 

I5-I 

12*8 

7o 4 

29*6 

38 9 

73.6 

74'3 

10*3 

l7 5 

12*0 

270*9 

458-3W 

355 0 


(a) Includes expenditure from Railway Deferred Maintenance Reserse 

(i.) Includes expenditure from Electrical Dcparimem Rcserses Extensions and Renewals 


'Woffo. 


Includes expenditure from National Development Reserve on University Capiul 


iieficc. the discrepancy be 


< 


0 




CEYLON 

Balance of Payments— 19 $\-S 2 and 1952-53 
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CHAPTER V 
INDIA 

Economic and Financial Situation 

The inflationary pressures which existed in the Indian economy 
during 1950-51 have given place to a downward adjustment in money 
supply (especially since the beginning of 1953) coupled with an in¬ 
crease in agricultural and industrial production. Prices which had 
receded sharply in 1952—moved generally upwards in the first half 
of 1953. Nevertheless there are no present indications of a re- 
emergence of inflationary conditions. In fact, the employment 
situation has become difficult, especially in the trade and services 
sectors: and output in certain industries has for some time been below 
capacity. 


2. The disinflationary measures adopted in 1951-52 and the steps 
taken concurrently to augment supplies through higher production 
and larger imports were described in the last Report of the Consulta¬ 
tive Committee. These measures proved an important factor in halt¬ 
ing inflation, and prices came down steeply in the initial months of 
1952. The general wholesale price index, which had touched a peak 
of 458 in April 1951, came down to 367 by May 1952. but by March 
1953 it had risen again to 385. Thereafter, it rose rather more sharply 
to 408 by the end of August 1953. In September it fell to 404 which is 
about 2 per cent, above the pre-Korean level of 396. 


3. The process of disinflation during 1951-52 was helped greatly 
by increased production in certain fields. According to the latest 
available estimate, the output of foodgrains in 1952-53 was more than 
mUhon tons (about 10—11 per cent.) above that in 1951-52. In the 
industrial sector, despite sectional deficiencies as for example in 

rise Th® industries, output as a whole registered a 

^ interim index of industrial production (base 1946=100) 
^mch had risen from an average of 105-2 in 1950 to 117-2 in 1951 


a shift in the 

balance of payments position. During the fiscal year ISSl.S*^ the term! 

!u^nfth7"" f-ourable. The value of Lports wal "fluing 

imports had to be stepped up. Conseouentlv 
-- a large c urrent account deficit of Rs. 1,536 million* Th‘1 

• Rate of exchange -—- 

Rs- 13*33 ■= Sterling 
Rj .4 78 . I: (Dollar). 
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financing of this deficit was made possible by the U.S. wheat loan and 
by drawings on the accumulated sterling balances in accordance with 
the Indo-U.K. Financial Agreement. This large import surplus 
mopped up a considerable amount of excess purchasing power. 

5. In the second half of 1952, the large balance of payments deficit 
of the previous year was replaced by a surplus. The reduced pur¬ 
chasing power in the community together with the higher output and 
larger stocks which had accumulated in the country tended to reduce 
imports. Both private and government imports declined sharply 
from Rs. 2.983 million and Rs. 1,504 million respectively in the first 
si.x months of 1952 to Rs. 2,105 million and Rs. 831 million respective¬ 
ly in the second half. Despite a fall in export receipts there was a 
sizeable balance of payments surplus. Compared to the current 
account deficit of nearly Rs. 808 million in the first half of 1952, there 
was a surplus of Rs. 434 million in the period July—December 1952. 
For the fiscal year 1952-53, the surplus was of the order of Rs. 551 
million. 

6. This improvement in the balance of payments position may 
prove to be only temporal^'. Merchandise imports are likely to in¬ 
crease, as stocks accumulated earlier go down. The considerable 
improvement recorded in invisibles in 1952-53 as compared to the 
previous year was due to a sharp—and presumably temporary— 
decline in foreign travel and to an increase in receipts under certain 
‘unclassified’ heads. As the initial effect of the sharp break in prices 
in April 1952 wears out, there should be an increase in private in¬ 
vestment expenditure with a concomitant rise in the demand for 
imports. While it is difficult to forecast the net result of these var>’- 
ing factors, there are already signs of a reversal in the balance of 
payments trends. The surplus on external account declined from 
Rs. 320 million in the last quarter of 1952 to Rs. 171 million in the 
first quarter of 1953, and preliminary’ estimates for .April—June 1953 
show’ a deficit of Rs. 220 million. 

7. The change in the economic situation described above has in its 
turn brought about changes in budgetary policy and resources. 
Against the background of high prices and inflation in 1951-52, 
budgetary policy had in the main to be anti-inflationaiy. This im¬ 
posed some restraint on government spending. On the other hand, 
measures such as increases in export and excise duties and higher 
railway fares augmented government revenues. Abnormal customs 
receipts and the sale of U.S. wheat further added to government re¬ 
ceipts. In the event, the Central and the State Governments together 
had, despite a moderate stepping up of development expenditure, a 
budgetary surplus of Rs. 68 million in 1951-52. But in 1952-53, the 
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budgetary position altered. With the decline in world prices, 
port duties, especially duties on hessian and sacking, were reduced in 
order to maintain the level of exports. This reduction, together with 
the fall in the volume of foreign trade, substantially reduced customs 
revenue. The slackening of economic activity affected adversely 
receipts from income and ^uper-ta.xes collected by the Central Gov¬ 
ernment and from sales taxes levied by State Go\’ernmcnts. Receipts 
of the Railways also declined. While all these tended to keep down 
revenue, public outlay on development schemes was stepped up sub¬ 
stantially, Also, to provide relief to certain areas in which conditions 
of acute food scarcity existed. State Govei'nments had to incur ad¬ 
ditional expenditure and to remit or postpone the collection of land 
revenue. The excess of outlay in the public sector over receipts in 
1952-53 is estimated at around Rs. 1,220 million. Taking into ac¬ 
count the surplus of Rs. 68 miUion in 1951-52, there was thus an 
estimated shortfall of about Rs. 1,150 million in the public sector 
over the two year period 1951-53. However only a small part of 
this shortfall represented deficit financing’ in the sense of a net 
increase in money supply in the hands of the public.’ 


8 For the current fiscal year 1953-54 the budget estimate cf the 
shortfall in receipts comes to about Rs. 1,858 million of which Rs. 1 380 
million IS anticipated at the Centre and Rs. 478 million for the States 

shortfall arises fro.-n the f.ct that’ 
1952 53^1, f expected to be slightly higher than in 

St 1 outlay is envisaged. The 

bLJiJ" K by drawing down G.ivernment^s cash 

through a net issue of Treasury Bills by the 

utmS amounting to Rs. 1.100 miHion, and through 

uti isation of investment reserves of the State Governments Some 
of the Bills issued or securities sold will probably be absorbed by the 

from thfp ^ a-djeduce ‘deficit financing’ in the sense of borroyfin" 
in Ih ^ K Reserve Bank or running down of cash balances Moreove? 
in the budget estimates for 1953-54 no credit was taken for Iny adtB 

r -"'Sht accrue cluing 

about r/ 437 1ml ^ P^^‘=ae„tal.on of the budget, assistance ot 

“nit?ranrtraL=ih:;^^ -o-ta -S 


fo’.- i'h? 
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9. Development expenditure in the first two years of the Colombo 
Plan aggregated Rs. 6.441 million (including Rs. 600 million on 
current depreciation of Railways). Details regarding resources avail¬ 
able in the two years 1951-52 and 1952-53, and also the e.stimates for 
1953-54, are given below: 


TABLE I 

Sources for Investment in the Public Sector 



Accountsji 

1951-52 

Revised 

Estimate. 

1952-53 

Budget 

Estimate. 

1953-54 

1. Jntenial FinandKil R€souT^:^s 


(Rs. million) 

(i) Current surplus (i)*. 

2.595 

l.XOO 

1.480 

' ii) Long term loans (net) ..... 

—227 

139 

—26 

{iii) Small Savings (net). 

486 

544 

557 

(iv) Miscellaneous receipts on capital 
account (net) (2)*^ 

—48S 

77 

2S5 

Total (i to iv) • 

2.366 

1.860 

2.296 

(v) FK'ating debt (Treasury B’lls, ways and means 
advances etc.) ...... 

—325 

75 

t *307 

(vi) Use of Government balances and Invest¬ 
ment reserves ..... 

257 

M 47 

55 * 

Total (v) and (vi) 

—68 

X.222 

1.S58 

2. Budiffary creditf againsr External Assiuance 




(vii) Loans ....... 

576 

308 

^ 21 

(viii) Grants ....... 

41 

136 

297 

Total of (vii) and (viii) . 

617 

444 

276 

3. Total Resmireex ai aihbU for Public Fxpettditure on 
DfiKlopmcm, 




(1 to viii) . . • . • • 

2 » 9 I 5 

3.526 

4.430 


* Receipts on Rewnuc Account (excluding inter-account transfers) minus non- 
devclopmental expenditure' (including ‘ordinary’ expenditure under dewlopmental heads 
ike education, medical and public health, civil works, etc.) 


•• Net receipts after deducting ‘non-developmcntal expenditure* on Capital Account 
(such as Capital outlay on Defence). 
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Measures are being taken to improve budgetary resources in the re¬ 
maining yeai-s of the Plan in order to facilitate the achievement of ex¬ 
penditure targets without an undue measure of deficit financing. In 
the field of taxation. State Governments are endeavouring to augment 
their revenues by an increase of irrigation rates, the imposition of 
betterment levies, an increase in sales tax on luxury items, a revision 
of stamp duties, etc. Some addition to State Governments resources 
is expected from estate duties, legislation for the levy of which has 
recently been passed. At the Centre, tax revenue is likely to benefit 
from the increase in the tempo of economic activity in the coming 
years. 


10. While the increase in revenues has not yet been upto expecta- 
1ions, there has been some recent improvement in the Government 
borrowings from the market. Subscriptions to the first series of 
Government of India National Plan Bonds issued in June this year 
amounted to Rs. 753 million, of which Rs. 234 million was in cash 
(the remainder in the form of conversion of 3 per cent. 1953—55 loan). 
More recently, various State Governments have been rble to Borrow 
from the market nearly Rs. 330 million. This improvement in the 
capital market offers grounds for optimism. In the field of small 
savings, collections aggregated Rs. 748 million in the period 1951— 
53 and efforts are being intensified through official as well as non- 
official agencies to increase them further. 


11. Adequate data are not available for estimating with any 

aggregate domestic savings and investment in 
1952-53; but it seems probable that, despite some increase in building 
activity, investment in trade and in certain engineering and email 
scale industries diminished. Imports of machinery' were smaller 
indicating a lower rate of fixed capital investment. On the w hole 
therefore, there appears to have been some reduction in private in- 

rise in urfemploy- 

decline was due to the emergence of a recessionary out¬ 
look related in part to international factors. ^ 


12. Although development expenditure in the public sector has 
been stepped up, it needs to gather greater momentum if targets are 
to be- reached within the Plan period. The required acceSrftion of 
evelopment outlay m the coming years wll in itself stimulate eir 
Ployment. There is need at the same time for some ad u^SientsTn 
the Plan in order to arrest and reverse the recent untrend 

m'^de^^alld'the adjustments are to be' 

maae and the extent to which total outlay mav be Tai«ted ! 

taken now. • matters are being 
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13. To the extent that increased employment yields more consum¬ 
able goods and senices, an increase in outlay may not have adverse 
repercussions on prices or consumption. But with low levels of 
production and low incomes prevalent in the country, there is danger 
of generating inflationary pressures. The prime objective in view is 
to stimulate investment both m the public and the private sectors; 
adjustments in the development programme, however, will have to 
take into account the possibilities of augmenting supplies of consumer 
goods, especially of necessaries, from domestic sources or from 
rmports. 


Development Programme 

14. At the last meeting of the Consultative Committee at Karachi, 
India’s Six Year Development Plan was revised on the basis of the 
Draft Outline of the Five Year Plan, and projected outlay was in¬ 
creased from Rs. 18.395 million to Rs, 23,337 million. The Five Year 
Plan has since been finalised, and this has necessitated a further 
re\ision of the six-year targets. 


15. The outlay now proposed for the five-year period is Rs. 20,690 
million, an increase of Rs. 2,760 million as compared to the Draft 
Outline which, it will be recalled, gave details of schemes in respect 
of only Rs. 14,930 million as against the total outlay of Rs. 17,930 
million. The Five Year Plan now gives details regarding the total 
outlay. Some of the increase in anticipated expenditure results 
from revisions in cost estimates of certain schemes and from presenta¬ 
tional changes, but the greater part is on account of needed additions 
to planned outlay in certain sectors—for example, community deve¬ 
lopment and the national extension service, minor irrigation, and 
multi-purpose schemes, transport and the promotion of industrial 
development. 


16. On the basis of the final Five Year Plan, outlay under the Six 
Year Development Plan for the public sector is estimated at 
Rs. 26.440 million {inclusive of the outlay during the period 1951—57 
on current depreciation of Railways estimated at Rs. 1.800 million). 
This estimate is, of course, tentative as regards the sixth year. The 
table below gives the breakdown of the revised programme under 
major heads of development as compared with the programmes 
shown in the previous reports. The pattern of priorities is broadly 
the -uimc as in the earlier versions. 
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TABLE II 


CRs. miUion) 


Programme as 
given in (he 
ongifial 
Colombo 
Plan 


J. Agricukiirc & Irrigation . 

2. Multipurpose Projects (Irrigaiio 
A: Power) . • * , 

3 * Transport and Conununications 

4 - Fuel & Power 

5 < Mining and Industry 

Social capital & AlssceUancous 

7 * Unallocated . , , 

Total . 


Progr^me as 
given in the 
Karachi 
Report on 
Colombo 


Revised pro¬ 
gramme (Used 
on the first 
version of 




Plan 


Plan' 

> 

Cost 

/O 


«0 

Cost 

o< 

» 

3>574 

n 

19*4 

3.984 

171 

6,280 

237 

^>50$ 

13-6 

2,284 

9*8 

3-170 

12*0 

7,027 

38-2 

5,515 

27’9 

7-720 

29*2 

576 

3-2 

M 43 

5*2 

1,520 

5*7 

1,800 

9-7 

I>240 

5‘3 

2,020 

7.7 

2.913 

15-9 

4^70 

18*3 

5.730 

21*7 

4 9 

• • 

3^500 

* 5-4 

% % 

• • 

^ 8,395 

100*0 

23,337 

100*0 

26^0 

100*0 


17. While it is not possible to set out the targets of output and 
other achievements for the sixth year, the followng table, shewing 
those for the Five Year Plan are broadly indicative: 

TABLE III 


J 950-51 1955-56 

(base year) (5-Year Plan) 


5^*7 

a*97 

3*30 

5*6 

5*X 


50*0 

2*3 


0*35 

0*98 

2*69 

3*7 


61* 6 
4*22 
5*39 
6*3 
5*5 


5 t 
I-5 


ir*2* 


I. AGRICULTURE— 

Food grarnst (oJllioD tons) 

ConoQ (millioQ bales) 

Jute (nuUioD bales) . 

Sugarcaae (miliioo tons) 

Oilseeds (million tons) 

^ ^^^pATION AND POWER— 

Aujor legation (million acre*) . 

Almor imgation (million acres) . ’ ' ’ 

Elecmcal energy (installed capacity in miiUon fcws.) 

3- INDUSTRY— 

Iron and steel :— 

Cement (miUioa tons) . . 

Aiummitiin (chousaod toru) 

rot the sixth year are tentaUve. -- 

tAddmonal land to be brought under irrigation during ,„r-56. 


0*56 

1.37 

4 *$o 
12* O 
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I9505I 1955-56 

(base year) (5-Ycar Plan) 


Fertilisers :— 

(0 Ammonium sulphate (thousand tons) 

(it) Superphosphate (thouasand tons) 

Lo^inotives (Number) 

Machine tools (Numbers in thousands) 

Petroleum refining r— 

(0 Liquid petroleum (million gallons) . 

(»*) Bittimen (thousand tons) . . . . 

Cotton manufactures 

(1) Yam (million lbs.). 

(1*0 Mill cloth (million j’ards) . • . , 

(iiO Handlocm (miliion yards) • • . . 

Jute manufactures (thousand tons) . . . . 

Agricultural machincr>' :— 

(0 Pumps, power driven (thousands) 

(it) Diesel engines (thousands) . . . , 

Bicycles (thousands). 

Power alcohol (million gallons) . • . . 

4. TRANSPORT— 

Shipping (tortnage) 

(0 Costal (CRT thousands) . . . . 

(fO Overseas (GRT thousands) . . . . 

Roads 

(0 National Highways (thousand miles) . 

(it) Slate Roads (thousand miles) • . . . 

5. EDUCATION*— 

Pupils in 

(0 Primary Schools (million) . . . . 

(lO Junior Basic SchooN (million). 

(tit) Second^* Schools (miliion) .... 
(to) Industrial Schools (thousand) 

Other technical and vocational training schools (thousands) 

6 . HEALTH— 

Hospitals (beds in thosusands). 

Dispensaries (number) :— 

Urban. 

Rural. 

7. DEVELOPMENT INSTITUTIONS— 

Pancha>’aiB (Village Councils) (thousands) 

Co-opcroiivc societies* t •— 

(O Credit (thousands) 

(it) Sale and marketing (thousands) • 

(iiO Multipurp^e (thousands) .... 
(tv) Lift irrigation (Numben) .... 
(o 5 Co-opeartivc farming (Numbers) 

(ti; Others (thousands) ..... 


46*3 

55 *J 

0 0 

» 9 

0 0 

« • 

150*0 

r«i 

4*6 

N. A. 

N. A. 

403*0 

37-5 

I 1 I 79 

3 > 7 l 8 

Sio 

1,640 

4 > 7 CC 

I;700 

892 

X,20C 

34-3 

5-5 

85*0 

50*C 

101*0 

5300 

4*7 

18*0 

211*0 

* 73*5 

315*0 

283* c 

11*9 

17*6 

12*5 

20*6 

15*1 

2-9 

4*4 

14*8 

26*7 

18>8 

5*3 

5 *S 

2I«8 

43*6 

lo6*5 

XI7*2 

L 35 S 

5^9 

L615 

5»^40 

55 -X 

69*X 

87*8 

14-7 

31 * 5 
197*0 

352*0 

27*3 

XI2*5 

20*7 

40*5 

5x4*0 

975*0 

35*8 


* These estimates do not cover (except in respect of Industrial schools), Hyderabad, 
Rajasthan, Ajmer and Vindh>'a Pradesh, in some eases, dau for a few States Uttar 
Pradesh in respect of primary schools and Aiadh>*a Pradesh in the case of junior basic, and 
secondary schools) ore also not co\'ered in these estimates. 

t The estimates here exclude data for Punjab, Orissa, Hyderabad, PEPSU as well as 
certain small States (part * C * States). 
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Finance of the Six Year Programme 

18. In the report submitted last year internal resources available 
during the six year period 1951-57 were estimated at Rs. 15,510 
million, as compared to estimated outlay of Rs. 23,337 million 
There was thus a gap of Rs. 7.828 million to be covered by external 
assistance and/or by deficit financing. Internal resources likely to 
be available to the public sector were reassessed by the Planning 
Commission in the preparation of the final report. After allowance 
for some improvement in government revenues on account of in¬ 
creased economic activity and for more intensive mobilisation of 
finances, especially by the States, and after projection of the five- 

domestic resources over the period 
of about Rs. 17,330 million or 
Ks. 1.820 million more than the estimates presented in the last 
year’s re^rt as compared with the proposed outlay of Rs. 26 440 
milhon. This leaves a gap o£ Rs. 9,110 nnillion. A breakdown of 
domestic resources likely to become available for the six-vear nro 
gramme is shown below;_ 


TABLE IV 

Sstimate of domestic resources for the Sir Year Plan 


E$cimat« 
given in 
the 

Karachi 

Report 


Revised 

Estimate 


iS of Central and State Governments 

(b; Net borrowings from the public 

fSi savings and unfunded debt I 

(d) Other receipts on capital account f 

Total-Domestic resources 


(Rs. million) 

10,740 10,920 

^•370 1,450 

3.-100 3,350 

1,610 


15.510 17,330 


I^rogress of the Plan 

pubifc yiarp^;foTi'r5T‘R:i-r-. - 

end of this Chapter. development are given at the 

curJLtXterTo'ans'^l.rr’^-^ ‘trough 

receipts aggregated Rs 4 226 milliom'^ Ac miscellaneous 

“>».... j „rsT’,s;“ sirs 
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external grants and loans*. There was, as .mentioned earlier, a 
short-fall in resources amounting to about 1.150 million, which was 
covered by the sale of securities and drawing down of cash balances 
(Table I paragraph 9). 

21. A little less than 25 per cent, of the proposed outlay of 
Rs. 26,440 million over the six years was incurred in the first two 
years of the Plan. For 1953-54, an outlay of Rs. 4,430 million (or 
about Rs. 900 million more than in 1952-53) is projected. Against 
this, internal resources are estimated at Rs. 2,296 million. The 
budget also takes credit for Rs. 276 million on account of the un¬ 
utilised portion of foreign grants and loans. This leaves a deficit 
of Rs. 1,858 million. In recent months there has been some improve¬ 
ment in borrowing. Additional external assistance of the order 
of Rs. 437 million has also been authorised. Of this latter a part 
might become available for augmenting the budgetary resources 
during the fiscal year. Even so deficit financing during the current 
year is likely to be higher than during 1952-53. 

External Assistance—General Considerations 

22. In the two years 1951-53. besides the resources raised by 
taxation, borrowing, etc. about Rs. 1.150 million of the outlay was 
covered by sale of securities and running down of cash balances. 
A further Rs. 1.120 million was financed by external assistance uti¬ 
lised in the same period. Sterling balances which can be released 
and utilised over the remaining period of the Six Year Plan are 
about Rs. 2,300 million. Thus these three items taken together 
aggregate Rs. 4,570 million applicable against the total estimated 
gap of Rs. 9,110 million (See para 18) leaving still a gap of about 
Rs. 4,540 million. Against this in turn can be off set approximately 
Rs. 1,185 million representing the undrawn portion of external 
assistance made available. The residual gap therefore is of the 
order of Rs. 3,355 million. 

23. This residual gap is a gap in the “total resources” sense, re¬ 
presenting the amount by which the financial resources already in 
hand and those expected to be secured hereafter from domestic 
sources fall short of the estimated outlay in the public sector of the 
Plan. This residual gap does not indicate the amount of foreign 
exchange expenditure yet to be incurred directly on projects in the 
public sector of the Plan. Indeed, the total expenditure on foreign 
equipment required for the projects would not amount to more than 
one-fifth of the total Plan outlay. Furthermore, the amount of ex¬ 
ternal assistance already received in the form of developmental goods 
and the volume of equipment already received and on order bring 
down still further the remaining direct foreign exchange needs for 

•The uUlization of cxicmal grants and loans amounted to Rs. I.IJO million according to 
later estimaio*. 



the Plan. The need foi e-Kternal assistance cannot of course be in¬ 
ferred from the foreign e.xchange requirements of the Plan. In view 
of the inadequacy of internal resources in relation to needed invest¬ 
ment, a large volume of external assistance in various forms is 
needed to ensure that total investment (both public and private) 
reaches Plan targets. The unemployment problem referred to in 
earlier paragraphs suggests that measures to bring about a further 
increase in the rate of investment are desirable. The fact that pro¬ 
duction targets in some lines have already been achieved or almost 
achieved reflects in the main fuller utilisation of capacity formerly 
idle; it does not establish the adequacy of current investment levels. 
Large further provision of equipment and services for public sector 
projects will not in itself enable these investment levels to be 
achieved. The extent to which these levels can be reached will de¬ 
pend to a considerable degree upon the volume, the form and the 
use of external assistance received. 


24. Inevitably, external assistance must come in the form of 
import surpluses which will be reflected in balance of payments de¬ 
ficits. Despite the surplus in India's balance of payments in 1952-53. 
It is not evident that there has been any permanent contraction in 
the import requirements of the economy relativelv to export 
potentialities. As mentioned earlier, circumstances which led to that 
surplus were some-what special; and indeed there have already been 
indications of a reversal of the trend. Further the very pace of 

in the remaining years of the 
Plan (which will have to be substantially above the average of the 

mLrT° ^ require not only an expansion in developmental 

imports such as industrial raw materials but will alsT bv 
enlarging inconjes, necessitate an expansion of general imports 

foodgrains. if prices and costs are to be kept 
iMthin the limits envisaged in the computation of Plan outlay Bv 


External Assistance Programmes 

mfa"nd '*‘'""8 

sanctioned prior to 1951 W w undrawn portion ot loana 

According tS uLst estLaterRs [ .20 

period ,951-53. The balance o, abot^l r” “ar'^ilr 

available for use in the coming years The foil remains 

S-ve a brief description of exterLJ ailstalc! Paragraphs 

countries and agencies during the period March 
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Australia.—During 1952-53. the Australian Government agi'eed 
to contribute £(A) 3 million as compared to the first years contri¬ 
bution of £(A) 4-2 million under the Colombo Plan. This amount 
of £(A) 3 million included the carryover of £(A) 500.000 from the 
last year s contribution which could not be allocated in time for the 
procurement of equipment. The Australian Government were not 
in a position to supply wheat in the second year and intimated that 
the contribution could be utilised only for the procurement of manu¬ 
factured goods of Australian origin. The amount has been utilised 
in part to meet the capital requirement of the Tungabhadra Irri¬ 
gation Project and the Ramagundam Electrical Project in Hydera¬ 
bad. 

Canada.—For the two year period 1952-53 and 1953-54, it appears 
likely that Canadian Government assistance will total to approxi¬ 
mately $27-4 million as compared with $15 0 million in the first 
year. Proceeds amounting to $10 million from the sale of wheat 
supplied in the first year are being utilised for financing a part of 
the rupee expenditure on the Mayurakshi Project. Recent Canadian 
contributions include an additional $5 million worth of wheat, 
boilers for the Chittaranjan Locomotive Works and electrical equip¬ 
ment for the Mayurakshi project. Equipment and materials are 
also expected to be supplied for certain other development projects. 

New Zealand.—The New Zealand Government has agreed to 
provided £1 million to be utilised to meet a part of tlte capital cost 
of the All India Medical Institute of which £ 250.000 have been 
drawn. 

United Kingdom.—The Indo-U.K. Financial Agreement relating 
to the withdrawal of sterling balances, referred to in last year’s re¬ 
port, has now been confirmed. In 1952-53, owing to the various ex¬ 
ceptional factors mentioned earlier, the normal release of £ 35 
million from sterling balances was not utilised. This, together with 
the earlier accumulations and agreed future annual releases is 
available for use in the remaining period. 

United States.—Apart from the wheat loan of 2 million tons, the 
U.S. Government has extended aid under the Indo-U.S. Technical 
Co-operation Agreement. In January 1952, the U.S.A. agreed to 
contribute $ 50 million and in November 1952, committed a further 
$38-35 million, all of which had been allocated by the 30th June, 
1953. This assistance is being used for the construction of tubewells, 
import of fertilizers as also of iron and steel for agricultural pur¬ 
poses, and equipment for marine fisheries, cqmmunity develop¬ 
ment projects, malaria control and river valley schemes. In Septem¬ 
ber 1953, the U.S, Government authorised $771 million as assistance 
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for 1953-54. bringing the total U.S. assistance to § 165-45 million in 
the first three years of the Plan. This does not include approxi¬ 
mately $18-75 million for items such as salaries and transportation 
of technicians, training of Indian technicians abroad and certain 
demonstration equipment. 

Ford Foundution.—In January 1952, the Ford Foundation agreed 
to extend assistance of the order of $1-2 million for financing part 
of a scheme for establishing training centres for rural extension 
work and intensive village development projects. A further $1-9 
million was allotted by the Ford Foundation in August 1952 for 
additional training centres and another $230,000 for starting work 
on evalution of the community development programme. In July 
1953 another $1 million was provided by the Ford Fundation, for 
establishment of training centres in social education and village 
sanitation. 

Norway.—The Government of Norway has agieed to make 
available, through the United Nations, a sum of 10 million 
Norvyegian Kroner (Rs. 6-7 million) for an agreed programme of 
development projects. In January 1953. the Norwegian Govern¬ 
ment authorised the first instalment of Rs. 2-7 million, for undertak¬ 
ing a joint fisheries development project in Travancore-Ccchin 
State. 

International Bank.—Out of the undrawn balance at the 
beginning of 1951-52, which was taken into account in the Six Year 
Development Plan, withdrawals during 1952-53 amounted to $C-2 
million. The Bank has authorised further loans of $19-5 million to 
the Damodar Valley Corporation, and $31 5 million to the Indian 
Iron and Steel Co. 

Technical Assistance.—Under the Technical Co-operation Scheme, 
in addition to the provision of technicians and training facilities! 
several Commonwealth countries have provided or agreed to pro¬ 
vide equipment of a total value of about Rs. 3 million for technical 
mstitutions and research centres. India has also been making use 
Of facilities extended by the United Nations and its specialised 
agencies and under the Point Four Programme. Experts have been 
made available to India in such fields as agriculture and allied sub- 

inKp' and hydro-electric projects, medical and 

public health, social education, labour problems and survey of 

mineral resources. Details are contained in the Annexure to this 


Progress on Important Projects 

progress was achieved during this period on 
various programmes of agricultural developmenl During mi-ll 
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the minor irrigation programmes have benefited an additional area 
of 2050 thousand acres. The Central Tractor Organisation has re¬ 
claimed 250 thousand acres during 1951-52 and another 260 thousand 
acres in 1952-53; some progress in this direction has also been made 
by State Tractor Organisations. 

27. In the field of community development, work was started in 
October. 1952 on 55 community projects, each covering about 300 
villages, In October. 1953. 55 additional blocks were taken up and 
with this a total of 30,000 villages or an equivalent of 300 blocks of 
100 villages each, are being covered. The programme of community 
development is to be widened progressively in order to provide the 
benefits of a comprehensive national extension ser\Mce to as large a 
part of the country as possible. In pursuance of this scheme, it is 
t:.roposed to take up extension work in 180 development blocks (of 
100 villages each) during 1953-54, 270 blocks during 1954-55 and 450 
additional blocks during 1955-56. The scheme envisages that by 
1955-56 about 120.000 villages with nearly one-fourth of the total 
rural population will have come under an integrated programme of 
community development and national extension service. A notable 
feature of the community development programme is the extent and 
diversity of voluntary contribution by villagers. During the period 
October 1952 to June 1953, their contribution (in labour as well as 
cash) has been almost equal to the total expenditure incurred by 
Government, being Rs. 10 9 million as against Government outlay of 
Rs. 1T8 million. 

28. Irrigation and Power Schemes.—The total expenditure on 
irrigation and power projects during these two years amounted to 
Rs. 1,900 million, as against the target of Rs. 2,060 million for tliis 
period. These projects have so far benefited 1-4 million acres of 
land. In the sphere of power generation, the two-year target has in 
fact been exceeded. The additional installed capacity, including 
that from the Bokaro Thermal Power Station of the Damodar Valley 
project, was 315.000 kws. as against the target of 239,000 kws. The 
progress made on some of the important multipurpose projects is 
described below:— 

Bhakra-Nangal Project .—This project consists of (1) The Bhakra 
Dam across the Sutlej, (2) The Nangal Dam. (3) The Nangal Canal. 
(4) Two Nangal Power Houses. (5) Transmission Lines and (6) The 
Bhakra Canal System. Construction of the project started in 1946. 
At the Bhakra Dam site, the two 50' diameter diversion tunnels are 
nearing completion. On the Nangal Power Channel, excavation and 
compaction works are nearing completion and concrete lining is in 
progress. The Nangal Dam is almost complete except for the instal¬ 
lation of gates. Cross drainage works and lining are in progress, 
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and by 1954 the whole work may be completed. Two power houses 
also are expected to be completed by 1954 and 1935 respectively. 
Work on the Bhakra Canals, consisting of 518 miles of main and 
branch canals, and 2.000 miles of distributory channels, is also well 
advanced. Partial irrigation has already been started. A sum of 
Rs. 311 million has been spent on this project during the two years 
1951-53. the total expenditure up to the end of March, 1953 being 
about Rs. 550 million. 


Damodar Valley Project.—An expenditure of Rs. 292 million has 
been incurred during 1951-53 bringing the total expenditure on the 
project so far to about Rs. 460 million. The Bokaro Thermal station 
with an ultimate capacity of 200,000 k.w.. is nearing completion. 
The supply of power from this station commenced early in 1953 
when one unit of 50,000 k.w. was put into commission. The Tilaiya 
dam has been completed and the hydro-electric station with ihe 
generating sets of 2,000 k.w. each has also been commissioned. An 
area of about 5,000 acres was irrigated, from this dam during 1952-53. 
In respect of the Konar dam about 55 per cent, of the earth-dam and 
66 per cent, of the concrete dam have been completed. The storage 
so far provided is sufficient for the needs of the Bokaro thermal 
plant already installed. The Maithon dam on the Barakar river is 
one of the two key dams on which flood control and irrigation in the 
lower Damodar Valley will largely depend. The dam is scheduled 
to be completed by June 1954 and the hydro-electric station by March 
1956. Construction work on the Panchet Hill dam and on the 
Durgapur Barrage and canals is in its early stages. Over 150 miles 
•of ti;ir.smission lines have been put up and about 100 miles brought 
mu) commercial operation to distribute the surplus power from 

immediate relief to coal fields and other industries 
in the Damodar Valley. 


Hirakud Project.—The total expenditure so far on Hirakud 

One of the dykes is nearly complete while the 
work on other is in full swing. A considerable part of threx^va 
tion work on the canal system has also been completed. 

Tungabhadra Project.-The work on the dam is nearly complete 
and construction of canals has made considerable orogro^sT 

Sc =5, "5 f=.^3T,r“; 

T’ilpara barrage and the dam has been completed. The 
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Kakrapara Weir and Canal Project —Construction of masonry 
weir has been completed. Construction was started in 1949. About 
400 miles of canals out of 600 miles have so far been constructed. 

Lower Bhavani.—The project is nearing completion and about 
60,000 acres are expected to benefit from the irrigation facilities that 
will be provided in the near future. 

Gangapur.—About 70 per cent, of the work on the Gangapur dam 
has been completed; excavation for a permanent waste-weir and 
work on the left and right bank outlets are in progress. 

29. Industries and Transport.—Amongst Government undertak¬ 
ings in the field of industry, the fertilizer factory, the Chittranjan 
Locomotive Factory, the Indian Telephone Industries, Indian Rare 
Earths Ltd,, and the U. P. Government's Precision Instruments Fac¬ 
tory. have gone into production. As regards the Mysore Iron and 
Steel Works expansion schemes, which were on hand at the time 
of commencement of the Plan, have nearly been completed. 

The contribution to industrial production made by some of the 
new State enterprises is indicated below: — 


1. Indian Telephone— 

Industries Telephone (Units) • - . . . 

Exchange Lines (Units). 

2. Sindri Fertilizer Factory 'Ammonium Sulphate) (tons) . 

3- Chiiiaranjan Locx)motivc Factory Locomotives (Units) 

4- U.P. Precision Instruments Factory Water meters (Units) 


195>-52 >952-53 


21,628 27,000 
2>,ooo >>,000 
34>799 230.000 
>7 36 

2,100 


As regards other projects in the public sector the Hindustan 
Shipyard completed construction of three ships during 1952. The 
yard is now building 2 more vessels. The commissioning of the 
tliird berth at the Visakhapatnam Shipyard, construction of which 
has been completed, will increase the capacity of the yard. The 
penicillin and the D. D, T. factories are still under construction and 
are expected to be completed during 1954. An agreement has been 
entered into with a German firm on the proposed integrated steel 
plant, and it is expected that the plant would go into production in 
about four years. Among the other State enterprises, the Bihar 
Superphosphate factory, the Nepa Newsprint Project, the U. P. Gov¬ 
ernment Cement Factory, and the Government Machine Tool Fac¬ 
tory. at Jalahalli are expected to go into production during 1953-54. 
Satisfactory progress has been made both in rehabilitation and ex¬ 
pansion of railways. 


Social Services and Public Cn-operation 

30. Social services consiilule another aspect of developmental 
activities to which the plan gives considerable attention. Of the total 
expenditure of Rs. 26.440 million over the six year period. Rs. 5.730 
million are to be spent on social serv'ices including education, medical 
and health services, housing, rehabilitation of displaced persons and 
other purposes. Efforts are being made to achieve the targets laid 
down in the Plan. 

31. Public co-operation and paiticipation which are essential if 
democratic planning is to be successful are being particularly stress¬ 
ed. Special steps have been taken to ensure that all sections of the 
population are associated in the carrying out of the plan. The res¬ 
ponse from the people has been enthusiastic. Those programmes 
where the peoples participation is a special feature ai^e the Com¬ 
munity Development Programmes, the National Extension Seivice and 
the Local Development Works Programme. A special campaign by 
women for encouraging small savings has been launched. This 
campaign will also help to cari-y the message of the Plan to the homes 
of the people. The young people are being provided with special 
facilities, financial and otherwise, to work in community project areas 
and in local development works. 

Another aspect of public co-opeiation is the setting up of an 
autonomous Social Welfare Board during the current year. The 
functions of the Board include the rendering of financial a^istance to 
social welfare organisations in the counti-y to expand their existing 
welfare programmes and to undertake new ones. A comparative 
study of existing social welfare legislation in India and in foreign 
countries, as a prelude to taking further measures, is also being under¬ 
taken by the Planning Commission. 


Development Plans in the Private Industr>’ 

32 Programmes have been formulated for expansion of major 
pnvate industries notably, iron and steel, cement, aluminium, fer- 

chemicals, and power alcohol. Plans have also been 

ing their works at » T » T " expanding and nioderniz- 

grammTis ex^eetPd t K nnllion. This prc. 

time finish^^rt ^ completed by the end of 1957. bv which 

level of 750000 '"creased from the 'present 

Co. nlJi’ annum. The Indian Iron and Steel 

«MofF —4 installed capacity for finished steel to 345.000 
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tons per annum by 1953-54. In addition, the TISCO have some 
further schemes of expansion which on completion will enable them 
to produce an additional 350,000 tons of finished steel and 400.000 
tons of foundry iron or alternatively, an additional 270.000 tons of 
nnished steel and 500.000 tons of foundry iron. The total capital 
cost of these schemes is estimated at around Rs. 317 million over the 
period 1953-57. Including the normal capital expenditure during 
this period, it is estimated that the aggregate financial investment 
of IISCO during 1953-57 will amount to Rs. 342 million. The reten¬ 
tion prices of steel were recently increased making additional funds 
available to the industry for financing development programmes, 

34 Two oil refineries, units with total input capacity of 3 2 
million tons of crude petroleum, are being constructed. The in¬ 
vestment on these two refineries is expected to be about Rs. 440 
million of which foreign investment will account for not less than 
Rs. 370 million. Construction of a third refinery at Vishakhapatnam 
with an annual capacity of 500,000 tons of crude petroleum is sche¬ 
duled to commence in 1955. 

35. In the field of power-generation, three major companies have 
spent Rs. 105 million in 1951-53 on expansion and have increased 
generating capacity by about 70.000 K.W. It is expected that a ther¬ 
mal power plant will go into operation by 1956 with an initial instal¬ 
led generating capacity of 50,000 K.W. 

36. In the cement industry, the programme of development en¬ 
visages an increase in installed capacity to 5 3 million tons by 1955- 
56 as against the capacity of 3 3 million tons in 1950-51. 

37- The capacity of two principal units of the aluminium indus¬ 
try in 1951 was 4.000 tons of ingots and 3.500 tons of sheets and cir¬ 
cles. These units have plans of expansion which will increase the 
rated capacity by the middle of 1954 to 7.000 tons of ingots and 8,000 
tons of sheets and circles. The Indian Aluminium Company pro¬ 
pose to set up a new unit in the Hirakud area witli a capacity of 
about 10.000 ingots tons a year. 

38- With a view to stimulating development in the private sector, 
the Government has extended financial assistance to certain indus¬ 
tries and has provided fiscal incentives such as 'iberal depreciation 
allowances and certain other tax concessions. In respect of foreign 
investment the remittance of profit.s continues to be freely permitted 
and former restrictions on withdrawals of capital have been lelaxcd. 
Direct assistance rendered by the Central Government and loans 
advanced by the Industrial Finance Corporation during 1951-52 
amounted to Rs. 15 and Rs. 34 million respectively. 
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INDIA 

Development Expenditure in the Public Sector 
(Central and State Govermment) 


Actuals 


1952-53 

RevjsCii 

E^timaccv 


1953*54 
Budget 
Hstimateb 


t. Asriculturt 
Irrigation 
General 

^4 Muiti-purpost ptvjecfs 

3 - Por<sfry (sneiuding iLocd/uct) 

A. Fisherits 

J. Transport 

Railways 

Roads 

Ports &: Harbours 
Inland Wateovays 
Shipping 
Air Transport . 

Others 

Fusl Qftd poufof . 

Hydro-elect rk 
Thermo-electric 

7 - OthtT mining 

S. Industry 

9 * Social capital 

Resettlement 

Housing 

Water supply . * 

Health 

Education 

Others 

JO. Rtuarclt 

11 . MisctltcntQut 


(Rupees in millions) 


533-7 

76 a *4 

x> 033'3 

260*5 

348-2 

470 -C 

263*2 

354'2 

562*5 

354 < 

457*1 

503] 

So 

II -4 

x 6 *a 

4‘7 

4 7 

6*6 

9715 

», 157*6 

'>375 3 

708*5 

767-0 

796-1 

* 44-6 

232*3 

275-4 

11*9 

242 

90-2 

0*2 

0*2 

0*2 


12*4 

44 - X 

20-8 

246 

39-8 

69*7 

96-9 

129-5 

2l4*g 

256-0 

302-2 

67-4 

73*0 

71 *9 

147-4 

IS 3 -C' 

230-3 

o-i 

0*8 

2-3 

106-5 

X 23 I 

178-2 

706-4 

774*5 

949 9 

241-2 

207*0 

1802 

75-5 

122' 1 

192-9 

35-5 

40*8 

4 X -2 

5 ^ 3-3 

89 *S 

13 ^-1 

202*6 

233*6 

277-0 

68-3 

8|*2 

120*5 

I6g 

25-8 

32-5 

8 6 

X2*t 

30-8 


Total . 


• 2 , 915-2 


3»525-5 


4-42g*6 
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INDIA 

Balance of Paymenis, 1951-53 


Actual 1951-52 Actual 1952-53 

c.April-March) (April-March) 


$ £ $ £ 

Area Area Others Total Area Area Others Total 


All ligures in £ million) 

PAYMENTS Imports) (c.i.f.) 


Food 6: Feed mg SUifTs 

120 

4^ 

3^ 

206 

63 

34 

J9 

117 

Seed & Non-ferrous MotaJs 

9 

10 

10 

30 

8 

8 

11 

27 

Timber and Products and Chenii- 









cds (including fertilisers) 

6 

11 

9 

26 

5 

5 

6 

18 

Machinery’ & equipment 

14 

43 

22 

78 

12 

40 

20 

72 

Vehicles. 

9 

lo 

2 

21 

$ 

8 


16 

Petroleum and Products 

n 

23 

4 4 

35 

7 

44 

« ^ 

52 

Other Industrial Rnn Alatcrials • 

60 

66 

41 

168 

13 

26 

15 

55 

0>n$umcr Goods and others 

21 

7* 

47 

138 

17 

50 

39 

105 

'I*oTAL Imports (c.i.f.) 

250 

2$2 

16^ 

702 

133 

215 

110 

460 

Total Payments * 

250 

282 

169 

702 

^33 

215 

llo 

460 

RBCUIPTS (Exports) (f.o.b.) 









Jute manufactures • • 

63 

78 

40 

182 

44 

30 

20 

94 

Cotton manufactures 

3 

38 

7 

49 

1 

48 

8 

57 

Tea . . . . • 

8 

50 

7 

^5 

8 

44 

7 

59 

Other ..... 

61 

120 

59 

240 

52 

103 

70 

224 

Total Exports. 

05 

286 

I13 

5:16 

105 

22; 

105 

434 

Invisible Receipts fNct) 

•r5 

+ 57 


-r52 

-r 11 

-r54 

+ i 

+66 

Total Receipts 

140 

343 

104 

588 

J16 

279 

106 

500 

Current Account • 









(Surplus or Deficit) 

— no 

^ 61 

—65 - 

-114 

—17 

+ 64 

—4 

+40 

Errors and Omissions 

9 • 

♦ » 

» • 

—41 

• • 

» 1 

. • 

—7 






CHAPTER VI 
INDONESIA 


Economic and Financial Situation 

Indonesia became a member of the Colombo Plan early in 1953 
^ this repoit deals with Indonesia for the first time, certain general 
developments in the economy are described. ^ 

2, When Indonesia became independent, it tvas faced not only «ith 
the devastations of World War II and the subsequent struggle lor its 
freedom, but also with a colonial economic system, largely Sncentrat 

o "-I'h -•'.•ports. It was not self-sufficTent 

in food and there was little industrial development evcopt in the 
export sec,or. There was liule technical -know hoW. and 1 y-^ 

-cXmvn'^^T and sllirr'* P-’<o"nel. The Indonesian 

ormodi,; pHee;* by fluctuations in world 

an 1nSr"“us po;u?a7on "The ' I climate and 

S rhe'"7r.T^ in^rarje^fr "—s' 

quantities. ^ export in considerable 

indicated by the^i^ort^ ^ deficit, the size of which is 

alone amounted 1^760 

thus a heavy drain on There is 

the problem is further aggravatedWr*^^*^” reserves, and 

1-2 million people per vffr rn ^ ^ Population increase of about 

being given^o^ncreaserproductir^f" - 

placed on rice, fisheries and cattle Hire ^ emphasis is being 

7 per cent, higher than in 195 and ano was about 

han in 1937. At the end of igs^theTwert^ ^ I 
Indonesia, each of which will k 200 seed farms in 

years for 25,000 acres of land. ?7^urorch7 after 3 

-"aPure 7n substanTan WPUble 

w paddy per acre. suostantially increase the yield 

. 

Rp- ii- 40 =Sr (Dollar). 
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5. In the year 1951 imports increased from Rp. 936 million in the 
first half to Rp. 2,262 million in the second half. The greatest in¬ 
crease was in consumer goods which advanced during the same 
period by Rp. 869 million. Export receipts from rubber end copra 
after 1951 showed a decrease. In the regions where rubber growing 
represented the main source of livelihood for small-holders, fTie low 
rubber prices have induced people to switch over to food crops. On 
the other hand estate agriculture production showed an increase in 
1952 as against 1951. Estate production of rubber, palm oil and hard 
fibres rose by 26 per cent.. 20 per cent., and 88 per cent. lespectively 
in 1952. 

6. Although the Korean war and the rearmament programme 
caused an upward movement of prices of commodities, production in 
1951 w'as still only 60—80 per cent, of the 1938 level. In 1952 there 
was a slight improvement over the previous year. 

7. The budgetary position over the last few years forcibly 
demonstrates the instability of Indonesia’s public finances and balance 
of payments and especially its dependence on foreign trade. 

8. In 1951. owing to increased revenues arising out of the boom in 
foreign trade, the budget showed a surplus of about Rp. 1,200 million 
in contrast to a deficit in the previous year of around Rp. 1.700 
million. Export duties alone brought in Rp. 1.351 million. The 
favourable balance of trade, combined with rising incomes, increas¬ 
ed the demand for imports. As a result, the sale of foreign exchange 
at a premium yielded the large sum of Rp. 4.122 million and import 
duties accounted for Rp. 1.404 million. Because of high levels of in¬ 
comes. corporation and personal income taxes brought in Rp. 1.557 
million, while rising consumer spending raised the yield of .sales 
taxes to Rp. 879 million. Indeed, all major categories of revenue 
increased over 1950. Thus gros.s receipts went up by about Rp. 4.835 
million, while expenditure rose by Rp. 1.904 million. The position 
was radically a.itered during 1952 owing to the decline in world prices 
of the major export commodities, particularly rubber. Expenditures 
rose much more than revenues, and the year ended with a large 
deficit of Rp. 4.328 million. 

9. The fact that there was a budget surplus in 1951 was the result 
of high revenues coupled with a number of technical difficulties en- 
'ountered by the various Ministries in carrying out their respective 
erogrammes. The various Ministries continued until late in 1952 
with their original programmes. The result was an expansion of 
total government expenditure in 1952 to the high figure of Rp. 17.563 
million. The Ministry of Public Works and Power and the Ministry 
of Communications spent relatively large sums for capital projects. 
Government enterprises were responsible for over one-third of total 
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capital outlays. Aggregate capital expenditures, however, were less 
than one sixth of total government spending. 

10. For the 1953 budget an effort has been made to arrive at a 
ba.ance between current expendituies and total revenues. Provision 
was made for a capital budget, keeping in mind the likely monetary 
effects of dehcil finance on domestic economy. Current expenditures 
for 1953 declined by Rp. 3.800 million, compared with 1952 Despite 
rigorous efforts, there were limits to the Government s c-onomv drive 
owing to the over-expansion in the past of the administrative organi¬ 
sation and previous commitments for the purchase of capital goods. 
The attempt to bnlanco current expenditures and public revenues 
has not been wholly successful as there is still a dcficii of Rp 137 

*953. Compared with the 
195- deficit of Rp. l.oOO million, this is a substantial improvement 

Time has been too short to overcome completely the obstacles con¬ 
nected with an over-expanded administration and measures to reduce 
current expenditures will only bear results after some lime How- 
ever. a foundation has at least been set for continuod cffoUs to bring 
public outlays within justifiable proportions. ^ 

^Penduures account for most of the 1953 deficit H 
h/v^bee:; „ mcluded .hose project wh.ch 

^ re Policy But 

m^Mmm 

12. The bulk of capital expenditures in 1953 are in th 

ThT poIiUcr°and*^ewnom'''^'^-^^ government-owned ^ indusfric^ 

transportation need not be "sTre^ed"*? communications and 

rural economic development The Prerequisites 

works represents thf^ amount allocated to public 

activitie/otThe wLfe c„Zu“„i.rr H “"if""® 

Irrigation of agricultural regions and .^‘Shw'ay-construction. 

government enterprises (RnSfa ollocaled (o 
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or external assistance is received, even this level cf development ex¬ 
penditure cannot be assured. 

Reconstruction and Development 

13. Indonesia has established a Planning Bureau to prepare a 
programme of economic and social development. A Planning Board 
at Ministerial level is responsible for decisions on policy matters. 
The Planning Bureau has been functioning only for a short time and 
still needs the services of an efficient statistical organisation to be 
able to discharge its functions properly. It will lake some time be¬ 
fore a development programme for the country as a whole can be 
formulated. 

14. Although there is at present no master plan for Indonesia there 
are certain Governmental activities which are developmental in 
character. The Ministry of Agriculture has a "Prosperity Plan” 
designed to make Indonesia self-sufficient in foodstuffs and to raise 
agricultural productivity in general. This plan includes the projects 
in fisheries and forestry as well as in smallholders' agriculture and 
animal husbandr>’. During the last few years nearly 1 nullion miles 
of irrigation canals have been reconstructed. During 1951 and 1952 
the Government spent Rp. 12-5 million per annum on reconstruction 
of rural irrigation. In 1952 a sum of Rp. 38-4 million was allotted 
for larger irrigation works. Furthermore, a start has been made on 
the South Borneo drainage plan involving an area of 500.000 acres. 
The output of sea fisheries in 1952 was estimated to be about 41,000 
tons higher than in 1951. A start has been made on motorisation of 
the fishery fleet, on the construction of an ice factory for the conser¬ 
vation of fish and on the installation of two deep freezing installa¬ 
tions. Production of inland fisheries is estimated at 200.000 tons. 

15. Co-operative organisations are being promoted by the Ministries 
of Economic Affairs and Agriculture. Credits in the years 1950 to 
1952 amounted to Rp. 2.523.000. Rp. 4.962.000 and Rp. 3.938.000 res¬ 
pectively. The following table shows the number of co-operative 
societies in various parts of the country: — 


Java 

Central Java • 
East Java 

t -434 

1.585 

1 . 4»9 

South Sumatra 
Central Sumatra 

North Sumatra 

363 

585 

285 

Borneo 

Celebes 

Rest of 
f i H 

35 » 

1,030 

395 


4 « 50 ^i 


*.233 


1 . 77 * 


The membership of cooperative societies amounted to over 1 million 
in 1952. Capital invested by the members amounted to Rp- 56-4 
millions at the end of 1952 as against Rp. 35-3 million at the end 
of 1951. The Ministr>' of Economic Affairs has devoted special 
attention to the training of staff in the co-operative movements in 
Indonesia and abroad. In the staff courses organised in Indonesia 
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for this purpose, the enrolment was 3.803 in 1951 and 3.536 in 1952. 
As against 24 staff courses in 1951 (21 being in Java). 40 courses 
were organised in 1952. 21 of which were in Java and 19 in the other 
islands. 

16. An important programme for the tiansfer of population from 
over-populated areas to under-populated areas is in progress, and 
it is expected that this will be accelerated in the years to come. 
This programme is intended to provide opportunities for agricul¬ 
tural improvement and the establishment of processing industries. 
In the first instance 500.000 persons are expected to be moved from 
Java to other islands in the course of the next five years at a cost of 
about Rp. 2.000 million. This pioject will entail, among othbr 
things, clearance of jungle and forests to the extent of nearly 
500.000 acres. 


17. The Ministry of Economic Affairs has a Department of 
Industry concerned with Industrial projects. At present this Depart¬ 
ment IS actively engaged in promoting the development of small 
scale and cottage industries. Rp, 24 million uere allocated in 1952 to 
various Central Development Institutes for textiles, leather works, 
■ceramics, iron works, copper products, umbrellas and rubber manu¬ 
factures. The main object of these institutes is to promote efficiency 
to Jam young technicians and to give advice on selling methods! 
production and the functions of co-operative societies. These insti- 
tutes include at present an industrial research institute at Djakarta 

BandnnL 1 laboratory at 

Bandung, a leather institute at Djogjakarta. a textile institute’and 

olaTned'' are 

Itae wm' d'”" d*'"*'*' i" ‘hia important 

-eehril ® ^ dependent on the fuifliment of requirements for 

int95rfor‘’“'‘’T"'' ? '"d'ion "'as allocated 
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20. The Ministries of Labour. Education and Agriculture have 
manpower-training and other programmes. In Indonesia, the raising 
of productivity through training in both agricultural and industrial 
helds is an essential part of a development programme. 

External Assistance 

21. Under the Colombo Plan. Australia, New Zealand and United 
Kingdom have extended aid to Indonesia. In 1953. Australia pro¬ 
vided tractors and trucks valued at £(A)250.000; New Zealand offered 
aid amounting to 12128.000 for a vocational training centre in Malang, 
the United Kingdom granted equipment for science teaching worth 
about £25.000. 

22. U.S. grants for the fiscal year 1952 and 1953, some of which 
are still being utilized, amounted to about $13-2 million. They have 
been used mainly in the fields of agriculture, health, education, 
communications, public works and general economic development. 
The Export—Import Bank extended a line of credit of $100 rriillion 
of which $36 million have been used. The Ford Foundation has also 
provided $200,000 for educational projects. 

23. Technical assistance consisting of experts, trainees and equip¬ 
ment in various fields has been received under the Colombo Plan 
and from tlie United Nations and the United States, as indicated in 
the annexure to this Report. Training facilities have also been pro¬ 
vided by Germany, Japan, Denmark, France and Yugoslavia. 
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INDONESIA 


Development expenditure in the public sectors, 1951-53 (excluding 

local government expenditure) 


I. AgricuUuf€ 

General (cxcl Govt, cnicrprin 

Rubber 

Irri^tion 

Animal Hu.<ihanJry 

Tot A} 

n. Fortsfry 

III. Fishin'f* 

IV. 7'raf;^^ri 
R^'Kvays 
Roads (main) 

Harbours (cxd. Govi. cnierpn^vs) . 
Shipping. 

Air Iranspiirr 

fOTAL 

V. Fuei unJ y^orctT 
Elcciricjiy 

• ♦ » 

VI. Mining 

VII. Sociai C43pi(al 

Rcsccticmcrt 
Housing 
\Vatcr supply 
Health 
Education 

Totai 

VIII. Industry 
IX. OMrrj 

Heax'y equipment 

Rtiblic buildings 

Govcinmcnt cnterpjiscs 

Total 

Graxo Total 


1951 

1952 

*953 

Budget 

Budget 

Budget 

^In million rupiahs) 

4 J *9 

98 3 

70 

39 -T 

*5 5 

S -5 

10*6 

38*4 

50*0 

t 7 Z 

19 9 

*3 6 

$9.4 

*72 I 

142-7 

12*3 

34 - 

22*0 

11*5 

37*4 

20*3 

Included under Govt .‘enterprises 


72*5 

<0*0 

4 I ‘9 

99*6 

23-7 

32 K 

52-7 

25-8 

23 I 

77*4 

97*5 

121 *5 

^ • •— * . • 

302*2 

197 -C 



« « • -•.A 

20 

,S0'0 

49-4 

2*0 

6*5 

3 3 

^ 9 

21 *6 

In. 0 

r6*2 

rb‘2 

3*'7 

2.0 

I31 

13*0 

69-0 

14-6 

« 3‘6 


102*3 

54-9 

276*7 

227-8 

123-2 

**3 4 

96-3 

102*0 

16*1 

45 5 

52 0 

236 A 

3-2 

128*0 

292.7 

$62 3 

617.9 

5-15 6 

949-0 

797-9 

I.IS 4-4 

*19053 

*.457 •« 






INDONESIA 


Balance o/ Payments. 1951—53 (eacluding certain Government 

imports) 


•951 >952 1953 

Rp- £ Rp- £ CJ«n—June) 

Rp. £ 

equivalent equivalent equivalent 

(o) (a; (a) 


(Figures in millions) 

Poytnertts 


Import (.e.i./O 


Rice. 

294 

27 6 

i, 54 * 

48 3 

627 

19*6 

Other foiKlstuffs 

180 

169 

701 

219 

206 

6-5 

Steel, iron and non-ferrous metals 

110 

10*4 

359 

11 *2 

* 3 * 

4 ** 

Cotton yarns and picccgixnls 
Chemicals (including paints. 

740 

695 

l, 48 o 

46-4 

768 

24*1 

dyes and fertilizers; 

129 

12 1 

353 

ill 

162 

51 

Machinery and equipment . 

*45 

13 6 

650 

20*4 

276 

8*6 

Vehicles (including bicycles) 

136 

12*8 

482 

15 1 

173 

* 5*4 

Petroleum and products 
AUnufactured g(M>ds and other 

*35 

12 7 

501 

* 5*7 

267 

8*4 

items .... 

*>329 

124 9 

4.466 

*39 9 

*>469 

46*0 

Total imports (excluding certain 

Government imports) 

3,195 

300 6 

*0533 

330 0 

45O79 

127 8 

Invisible pa>Tnents (6) 

i, 03 « 

97 6 

2,472 

774 

*,*25 

35*2 

Totai Payments 

4.236 

39S 2 

13,005 

407 4 

5;204 

163*0 


R<cttpi 5 : 
Exports (J.o.b.) 


Rubber ..... 

2.4K3 

233 4 

4.838 

1 ^ 1*6 

*,657 

51*9 

Petroleum and pr<>ducls 

633 

59 5 

2,070 

64*8 

*>037 

32 5 

Tin-ore .... 

305 

28*9 

981 

30 7 

403 

12*6 

Other ..... 

>.356 

*27 4 

2,558 

80' 1 

*,273 

39*9 

Total LxroKTs . 

4.780 

149 2 

* 0,447 

3273 

4,370 

1369 

Invisible receipts (6) . 

>34 

12 6 

475 

14*9 

344 

10*8 

Total Klceipts 

4 914 

46t 8 

10,922 

342 2 

4 , 7*4 

I 47’7 

Balance on current account 

(surplus or deficit; . 

678 

63*6 

—2,083 

-^5 *2 

-490 

— 15'3 


(a) 1951 Rp. 10*64-i£; *952/53 Rp. 3 * 

. (6) Preliminary figures or invcsimeni/incomc, transportgiion^ insurance and rdaicd 
items. 






CHAPTER VII 


NEPAL 


Economic and Financial Situation 

In view of the lack of adequate basic statistics, it is possible to 
indicate only broad trends in the economy. 

2. There are no price or other index numbers in Nepal but. in keep¬ 
ing with the world trends, inflationary pressures generally abated in 
Nepal during 1952-53. Prices of various articles of general use such 
as textiles, kerosene, miscellaneous foods, etc. are higher than 
in the neighbouring regions in India. This situation is attributable 
partly to the high cost of transportation across the mountain terrain 
and probably also to an increase in domestic consumption, resulting 
largely from an upward revision of salaries and wages during the 
last year. In the same period, the prices of Nepal's chief export 
raw jute, declined substantially. The prices of other export commo¬ 
dities such as rice, linseed and timber also declined. As a result, in 
spite of some fall in the prices of imports the movement of the terms 
of trade was unfavourable. At the same time, there has been some 
improvement in the volume of imports in recent months, attributable 
in part to the receipt of external assistance, It is not possible in the 
absence of detailed figures to give any precise indication of the balance 

of payment position or the probable magnitude of the deficit in Nepal’s 
external accounts. ^ 

BudgeUr>’ Position 

budgetary position showed a distinct improvement during 
Rs^l 2 fl‘ deficit on revenue account for 1952-53 was 

million. With expenditure remaining more or less un- 
resuirof^an^^”""*^ ‘be improvement is entirely the 

being partic^Lr rmlrt.;?"® revenue 

devi'iopmenrex^pe^'dit'^^^^ aggregate 

the balance being financed'rainTthrugh^xrerna! 


•Rate of Exchange:— 

Rs. i3-33-.£ , (Sjerfing) 
Rs. a- 78 -.| I fDoISar. 
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Financial resources 

4. Mention was made in last years report of measures under con- 
sideration to augment domestic resources for development purposes. 
During the year, entertainment tax has been imposed while proposals 
for the early introduction of income-tax are being completed. Steps 
are also being taken to increase revenue from forests, which yielded 
the sizeable sum of Rs. 3 2 million in 1952-53. Government revenues 
would also benefit from the recent agreement concluded with the 
Government of India providing for .the refund of excise duties. 
In the absence of a capital market and an integrated banking 
system with a Central Bank, it is unlikely, however, that a large 
volume of resources can be mobilised except through taxation. In 
a primarily agricultural economy the scope for an increase in 
revenues through direct taxation is also limited. It would seem, 
therefore, that there is not much prospect of Nepal financing its 
development programme from its own resources for some years to 
come. 

Progress of Development 

5. As a result of Nepal's special geographical situation and the 
fact that a good part of the total area of 54.000 sq. miles 
has not been exploited, the primary need is for improved 
communications to facilitate the development of the country’s re¬ 
sources. For the first time, a systematic geographical survey is 
under wav with the help of United Nations Technical Assistance 
Administration and the Government of India. Earlier investigations 
have shown the presence of copper and iron deposits. An aerial 
survey of Eastern Nepal has been completed with the assistance of 
the Government of India and a further aerial survey of 30,000 sq. 
miles of Nepal will be finished in 1954. The total cost of surveying 
the whole country, which is expected to be finished by 1956, is esti¬ 
mated at Rs. 5 million for which assistance is being provided by the 
Government of India. More land needs to be brought under cultiva¬ 
tion. particularly in view of the growing population. 

6. Investment is, therefore, concentrated at present on the con¬ 
struction of roads, major and minor irrigation and power projects and 
agricultural extension services. The development of the industrial 
sector, the scope for which is large, therefore, becomes a second prio¬ 
rity in view of the inadequacy of available resources for development. 

7. Details of development outlay under the various categories are 
given at the end of this chapter. The aggregate expenditure during 
the two vears 1951-53 was Rs. 21-7 million out of which Rs. lO S" 
million represented the utilisation of external assistance provided 
by U.S.A. and India. Development expenditure for 1953-54 is estimat¬ 
ed at about Rs 5.7 million. 
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8. In order to formulate a detailed plan, an Economic Development 
Committee has recently been appointed by the Government. The 
Committee has now prepared a draft development plan. It is hoped 
to submit this plan at the next Consultative Committee meeting. 

9. The table below gives an idea of the cost of the schemes in 
operation under major heads together with the details of assistance 
received from member countries. 


Deoclopmenf oiitlai/ during the two years 1951—53 o?id the sources of 

finance 

CIn Ui><us3n<j of Indian Rs., 



Nepjl 

India 

U. $. A 

Road 0.ms(rucnon 

133 

9.000 


Airfield 


1 ,000 


Broadcasiing 

Z 4 :> 



Telephone • 

. 500 



Irrigation 

5^2 


665 

Agriculture • 



* * » 

Power 

• ^.000 


• * 

Aerial Survey 

a ♦ » % 

5.000 


Public Health 


1 « ♦ 

666 

Filter Plant 

399 


• • « 

Village Development 

< 400 

* 4 • 


Road Survey 

* 9 • • 

IOC 

» • • 


4 X 4 ? 

1^,100 

r.6Sv 

Grand total . 

Us, 

^r.i32* 



10. A brief description of some of the individual projects covered 
by the above broad categories is given below: 


rJrj? CommunJcation.-Construclion of 79 miles of motor 

road between Kathmandu and Bhaiso. at an estimated cost of Rs Q 
million was commenced in September 1952 with the assistance of the 
Government of India. So far a track suitable for jeeps has been 

engineeis borrowed from the Govern- 
® survey of a possible route for nearlv 897 miles of 

of a.r services in Nepal has received a very high p. ioritv In 

non.sehedu!ed~alr 

set UD In ^ Limited, la semi-Government concern, has been 

haveMl " Dakota pirne" 

alreadv h >he Government of India Work has 

MultlDU^P V" sotting up of a 200 line Central Batlerv 

■^pl^Exch^ge Telephone syste^in Kathmandu with a labie 

table*p3gc<;-iinJ ihe 

c K<y mv .*f minor d.n clopmcni Khenw^. 







length of 7 miles. The cost of this project is Rs. 500.000 and orders 
have been placed with the Government of India for telephone equip¬ 
ment. 

Agriculture and Fisheries.—As Nepal is ideally placed for the 
development of dairy farming and live stock, a dair>' expert from 
Switzerland is making plans for the starting of a small dairy farm 
in -Mpine region after the Swiss model. In Kathmandu itself, a 
central live-stock development farm has been opened. Sindhi cows 
and bulls have been imported from Pakistan to improve local breeds. 
It is estimated that the livestock improvement scheme will cost 
Rs. 118.000. The Government has also organised a new fisheiy sec¬ 
tion under the department of Agriculture. All available ponds and 
tanks in Kathmandu have been filled with carps imported from Bihar 
as an experimental measure. The initial cost of this scheme was 
Rs. 15.000 and so far 400.000 fries have been imported. 

Irrigation and Power.—Two small canals, each irrigating 2.500 
acres are under construction. Agreements have been arrived at with 
the U.S. Government for the construction of 10 major tube-wells, 
one flow irrigation project in Central Terai. and river irrigation .ser¬ 
vice at four places Arrangements have been made for the com¬ 
mencement of these projects and they are expected to be completed 
in 1954. They will irrigate 16.000 acres of land at a cost of Rs. 873.100 
and $ 140.000. In connection with these and other irrigation projects, 
the Government of India has agreed to grant Rs. 5 million for a 
period of 5 years. 

As a temporary measure, the Government of Nepal is setting up 
a 1,500 K.W. diesel plant for the supply of electricity to Kathmandu. 
The estimated cost of the project, which is to be completed in 1954 is 
Rs. 200,000. 

Public Health.—The Government of Nepal has in co-operation with 
United States agencies, started a scheme for the control of insect- 
borne diseases at five centres. The contribution of the United States 
will be $ 140,000 for the purchase of Malaria control supplies and 
equipment. Nepal’s students are to receive training at the Malaria 
Institute in India. The total cost of the whole scheme, which it is 
hoped will eradicate Malaria from Nepal, will amount to Rs. 1,604.200 
and $ 539.700 over a five-year period. 

Two projects to filter drinking water for the city of Kathmandu, 
w'hich were started in 1950. are now nearing completion. The Gov¬ 
ernment of Nepal has spent Rs. 479.000 on these projects. 

Village Development Programme.—A Five-Year Village Develop¬ 
ment Programme similar to the Community Development Project in 
India has been started under the joint auspices of the Government 



of Nepal and the United Slates agencies. There is a training centre at 
Kathmandu for the hill areas and one at Pai kauli for the Terai areas 
where vUlage leaders in groups of fifty are trained for a period of 
six months in agricultural methods and techniques. The plan is to 
train 3,800 village development workers in five years time. In 1952- 
53, 100 boys have been trained and eighty of them have been posted 
at five development centres serving 37 villages in all. 

. acreage under paddy in Nepal is estimated 

to be 3.6 million. Rice is the major crop in terms of acreage The 
vUlage development scheme is expected to yield an increase of 10 

per cent, m nee production, 20 per cent, in wheat, 20 per cent in 
maize and itfO per cent, m potatoes. 

Publicity Broadcasting.— Equipment for a 5 K.W. High Frequency 

^oadcas mg Transmitter and for a 9.250 watt Medium Frequency 
Transmitter will reach Kathmandu within a short time. This proieef 
which IS scheduled to be completed in 1953, is e.xpected to cost\he 
Government of Nepal the sum of Rs. 240.000. 

11. The table below indicates the proposed develooment nrr, 

Proposed development outlay in 1953-54 and external n-sourcee of 

finances ^ 


Irrigation 

Diesel Lift Pump 
Paimers Supplies Sendee 
Traiflces . 

R^paci Valley 
Fisheries . 

Horticulture 
Public Health 


grand total 


Nepal 

L 454 


(In thousand of rndjjo rupees) 


India 

1,000 


47 

144 

2,004 

5 . 73 ^ 


U.S.A.* 

747 

357 

452 

405 


IiOOO 


771 

2.732 


un'dertakeTtomtdiaWy" blowing other dovolcpment 

Scheme 

« Tmuti Hydro-ckciric Power ,, . 

^ Consiruction Of zu iih • r. • i^ndcr inveshgatton. 

. „ «»•■< in 4 yc.;'/ iii'imn.c.. c„., fc. 3. 

3 Muhl.nerpos, P„ie4, 

“» Developmcm Of AIR NEPAL «rim . . cost Rs. 5 million. 

of 5 Esnm.icd cos, Rs. 1-5 million. 

.. .__ 






Xcchaical Assistance 

12. In addition to the assistance described earlier the Government 
of India has agreed to train officers and students in administrative 
and technical subjects under the Colombo Plan. Negotiations have 
been completed for 112 students to go to different Indian Universities 
and Institutions for study and training. Other technical assistance 
and training facilities have been received from Australia, Ceylon, 
the United Kingdom, United Sutes of America, the Food and Agri- 
culture Organisation and the United Nations Technical Assistance 
Administration. Details are conUined in the Annexure to the Report. 
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NEPAL 

Cost oj development expenditure in the public sector 1951—54 


1951-52 and 

1952-53 Estimaics, 

(Combined) 1953-54 


ihttusands of inJian rupees) 


t. Afriodtun 
GeneraJ 

Aniraal Husbandry 
Fisheries 

2 . Irrigation • 

J, Fortstry 

4. Transport and Coinmwiications 

Ropeway 

Roads » • 

Airways 

Posts 

Telephones . 

Others 

5, Futl and Pwer . , 

Hydro-cleciric 
The nml-electric * 

0 , Mining , , 

1, Industry 

2. Social Capital , « 

Housing . • 

Health 

Education 

Water-supply 

Others 

Risearch (Aerial Survey) 

10, Village Utor lopmtn t 


^Includes Rs. 586,000 for minor devclopmeo 


su 

G4S 

♦ » » 

596 

79 


10 

47 

]^9S 


22,249 

• e 4 

9,367 

sea 

s s a 

Kj020 


M 


505 

4 ^ % 

343 

% % ^ 

IpOOO 

% % ¥ 

2jOOO 

see 

« # e 




♦ ^ ♦ 


674 

x»o3o 

82 

a « « 

557 

s s a 

X I 

405 

0,009 


756 

•«• 

»t.7l6» 

5.-786 


projects 









CHAPTER Vin 
PAKISTAN 


Economic and Financial Situation 

Since the last Annual Report of the Consultative Committee in 
March 1952 there has been a deterioration in Pakistan’s balance of 
payments position. The prices of Pakisatn’s export commodities fell 
in 1952 as a result of the general recession in world prices of com¬ 
modities. Jute, which quoted at Rs. 42-6-0* per maund in July 1951 
had fallen to the low figure of Rs. 14 per maund in March 1953. The 
price of cotton per maund, which reached Rs. 127-1-4 in December, 
1951, had fallen to Rs. 62-10-0 in January 1953. This resulted in a 
substantial reduction in Pakistan’s foreign exchange earnings. 
Pakistan’s foreign exchange receipts in 1952-53 amounted to Rs. 1,521 
million against Rs. 2,417-2 million in the previous year. In 1951-52 
Jute exports of 4,850,000 bales earned Rs. 1,168 million; while in 
1952-53 the increased export of 5,750,000 earned only Rs. 532 million. 
Similarly, in 1951-52 Pakistan earned Rs. 809 million from the export 
of 1,100,000 bales of cotton and in 1952-53 only Rs. 648 million from 
the larger export of 1,500,000 bales. 

2. The reduction in exchange earnings necessitated curtailment 
of expenditure on imports. Import policy was progressively 
made more restrictive. In August 1952 a number of items imported 
on private account were removed from the Open General Licence, but 
when this did not have the desired effect, the Open General Licence 
system was terminated in November 1952. Imports on private 
account during 1952-53 dropped to Rs. 1.214-1 million as against 
Rs. 1,934'0 million in 1951-52. Imports on Government account 
amounted to Rs. 480-6 million in 1952-53 as against Rs. 598 million 
in the previous year. Invisible payments also dropped from 
Rs. 354-4 million in 1951-52 to Rs. 233-2 million in 1952-53. 

3. Against the foreign exchange surplus of Rs. 576 million in 
1950-51 there was a deficit of Rs. 460 2 million in 1951-52 and of 
Rs. 406 9 million in 1952-53. Corrective measures were taken which 
involved eliminating the import of all but essential items. 
This resulted in an improvement in the balance of payments posi¬ 
tion. During January-March, 1953, Pakistan had a small surplus of 
Rs. 53 4 million which was further augmented by Rs. 14-7 million 
during April-June. 1953. While a restrictive policy was followed so 

•Etchaniic Rate Rs. 9-27-»£l (Sierlini;.) 

Rs. 3-32«r$r CD"Jlar) 
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far as the import of consumer goods was concerned, Jhc major por- 

tmn of the foreign exchange available was set apart for development 

proj^ts both m the private and public sectors. Priority was given 

for the import of Capital goods, machinery and industrial raw mate- 
rials. 


Food Situation 

4 Pakistan is no.nwlly solf-snilicii.nl in food nrains ^vilh a sm ,]] 
SU.P.US avadable fo.- ospon. Ifoucvc, fa.iu.c ®f thV ^oLoonT ,n 

9al follotved by continued drought, locust infestation and low water 
levels rn the r,vers and hrigalion canals largely contributed to a 
heavy fall m the y.eld of agricullu.al crops during the periofunder 
review. The summer crops harvested in November 1951 vielded 
250 000 tons less than the normal yield and the winter wheat yield in 
1952 was short by well over one million tons. Vigorous eflorts^bv the 
Government to secure an increase in the production of food grains 

m food production being only about 100,000 tons. ' ^"crease 

exerted additinn i ^^ceptional amount of wheat in 1952 

exeriea adaitional pressure on ^ 

Effective measures had, therefore, m be taken rrvoid 

of such a situation in the fufiiro A “n J a? ^ ^ ^ lecurrence 

nisation. considered short term schemes whi Agi-iculture Orga- 

dhce quick results. A sum of nearly Rs 20 Llfen' r 

disposal of this Committee Besides thl “ ^ P^^iced at 

Government has also approved 30 Droviner-»i ^ Central 

costing in all R<? Tr»'ii- * u - ^ vincial agricultural schemes 
g m all Rs. 335 m.Ihon to bring 3.188.000 acres into cultivati^ 

'and ^^aX'untm.“cCul;l°,t"t‘;era'^ ■° 

tons of fertilisers were Tmnnried sL H Tk 

1953-53 the amount was iXased ‘to 75 000 m nnltivalors: in 

.o-rheT^uirt:;::®;. fe! 
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Sources of Finance 

7. The Public finances of the country have reflected the ‘impact’ of 
the recession in prices. On the revenue side the receipts in 1952-53 
were Rs. 1,245 9 million comprising a fall in customs collections asso¬ 
ciated with declining trade partially offset by an improvement in 
income-tax. excise duties and the surpluses of the commercial depart¬ 
ments. In 1953-54 the effect of the recession has become fully 
apparent, with current revenue, excluding new taxes, estimated at 
Rs. 927-2 million. In the 1953-54 budget new taxes amounting to 
Rs. 58-8 million have been imposed and expenditure on revenue 
account has been reduced by Rs. 259 3 million thus preserving the 
small current account surplus which has been a feature of the three 
budgets. 

8. While administrative and other current expenditure has been 
substantially reduced, expenditure on social ser\ices during 1953- 
54 will be higher at Rs. 28 6 million compared with Rs. 26-7 million 
in the previous year. 

The receipts and expenditures of the Central Government on 
both revenue and development account are set out in the following 

table: 


(Rs. million) 



Actual 

Revised, 

Budget, 


I 95 *“ 5 i 

1952-53 

1953-54 

Current ylceount 



986*0 

984-6 

14 

Receipts. 

Expenditure 

Surplus • « • • ♦ 

M 49'7 
IM 4 I 6 

8 I 

1,245 9 
L 243 9 
20 

Det'ehpmcnt Accoutu 



368*6 

192.2 

Direct outlay on development . 

Loans to Provinces etc . 

I 7 I -7 

117-7 

300*9 

104*0 

4 

289 4 

404 9 

560*8 


It will be seen that although the recession in Pakistan's fereign 
trade has imposed a reduction in current expenditure, the provision 
for development has been steadily increased. As is explained in a 
later section, the emphasis of the current development programme 
has undergone modification in the changed economic situation; but 
the momentum of the programme has been maintained. 

9. The financing of development expenditure has been carried 
out partly through foreign loans and grants (also more fully describ¬ 
ed in a later section) and through internal loans as well as through 
domestic savings which were actively encouraged by the Goyern- 
ment. In 1952-53 new long-term domestic loans of Rs. 149-7 million 
were floated. Small savings schemes brought in Rs. 21-5 million. 

Private development activity 

10. The Pakistan Government continues to make special efforts 
to stimulate savings and promote investment in the private sector. 
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A Pakistan Postal Savings Promotion Committee which was ap¬ 
pointed in 1952 has submitted recommendations for mobiiising a 
larger volume of savings. Facilities for investment in Pakistan 
National Savings Certificates, Defence Savings Certificates, Post 
Office Savings Banks and a Postal Life Assurance Fund for Govern¬ 
ment employees were already well established throughout the coun¬ 
try. In the commercial and industrial field the Government-spon¬ 
sored Pakistan Industrial Development Corporation, the establish¬ 
ment of which was mentioned In the last report, has encouraged the 
investment of private capital in schemes in which the government 
also participates. The Corporation is making a significant contribu¬ 
tion to the industrial development of Pakistan. The Karachi Stock 
Exchange established in 19-19, now transacts business at the rate of 
approximately Rs. 10 million a month. Direct encouragement is 
given to industrial firms to increase their investment by granting 
them special tax concessions. The profits of new industrial under¬ 
takings are under certain conditions partially exempt from income 
tax. All investments in approved industrial undertakings ere exempt 
from Estate Duty. Share holdings taken up by private investors, 
other than companies in approved industrial undertakings also en¬ 
joy a measure of relief from taxation. Imported capital goods are 
exempt from sales lax. Special depreciation allowances have also 
been granted. In addition mea.surcs have been taken to attract foreign 
capital. There is no discrimination against foreign enterprises in the 
matter of taxation; the remittance of profits is allowed and such 
firms receive all the concessions given to the nationals of Pakistan 
with the following reservations; that such firms afford opportuni¬ 
ties for the participation of local capital and avoid the creation of 
monopolies; that Pakistan nationals are given the option to subscribe 
at least 51 per cent, of all classes of share capital and debentures in 
certain Industries (although where such capital is not forthcoming 
the balance may be subscribed by the foreign investors with the 
approval of the government). These various measures have cembined 

to increase the flow of private funds into productive industrial in¬ 
vestment. 


Progress of the programme 

11. Expenditures in various fields of developments are given at 
he end of the Chapter. In many cases, expenditures have been on 
P ojects not yet fully completed, whicli are discussed in detail in the 
section on Pakistan’s continuing programme. A measure of the 

bS Lcte"-ihowever be gathered from the following 

Agdeultoro and Irrigation.—Balloki-Sulamanki Link. To sup- 
Ptement the existing supplies of the Sutlej Valley Canals in the 
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Punjab this pioject was started in 1951 at an estimated cost of 
Rs. 73-5 mil'.ion. It is now nearing completion. Bhamban Wali—Ravi 
Bedian Link. This was constnjctcd to augment the supplies in the 
Upper Bari Doab Canal which serves an area of 630,000 acres. This 
lias been completed. 

Power.—At the time of partition the installed power capacity was 
71,000 K.W. This has now been doubled and a further 140,000 K.W. 
is being installed. 

Cotton Textiles.—At partition there were 178,000 installed spin¬ 
dles; there are now 950,000 spindles installed or under installation. 
Looms similarly have increased from 4,824 to 13,300. 

Jute Mills.—The Pakistan jute industry has been completely con¬ 
structed since partition. At present 3.000 looms are in production, 
and Pakistan is already meeting internal requirements. 

Woollen Textiles.—No woollen manufacturing capacity existed 
at the time of partition. Two woollen mills with 9,652 worsted 
spindles, and five with 4,906 woollen spindles are now in operation. 
Another woollen mill with 240 spindles is about to go into produc¬ 
tion. Machinery for 3,660 woollen worsted spindles has already 
arrived and is under installation. 

Cotton Seed Oil Plants.—Four plants with an annual crushing 
capacity of 19,500 tons have been brought into production, while 
additional capacity of 57,500 tons is under construction. 

Engineering Industry.—The existing engineering industry com¬ 
prises a large number of workshops and a few fair-sized rolling and 
re-rolling mills. There has been an expansion in the production 
of a wide variety of articles, such as agricultural implements, oil 
expellers, sugarcane crushers, machine tools, lathes, light and heavy 
structural materials, surgical instruments, electric fans and lamps, 
sanitary fittings containers, etc. 

Leather and footwear.—A number of tanneries have been esta¬ 
blished by private enterprise and the present capacity is estimated 
at 12-5 million square feet of leather uppers, and 15 million pounds 
sole leather. 

Cement.—At the time of partition, there were five cement fac¬ 
tories. with a productive capacity of 600.000 tons per annum These 
factories have since enlarged their production significantly. 

Sugar.—The production capacity of sugar at the time of parti¬ 
tion was 51,000 tons but actual production was very much less. Since 
then, private enterprise, with financial assistance from the Govern¬ 
ment, has been responsible for the setting up of a big sugar mill at 


Mardan with a capacity of 35,000 tons a year. Another mill has e>t- 
panded its capacity. The total capacity has now increased from 
51,000 to 92,000 tons. 


OIL—Oil prospecting has yielded encouraging results. The pro¬ 
duction of oil in Pakistan has increased from 57,000 tons in 1948 to 
200,000 tons in 1952. It helps to meet about 13 per cent, of the coun¬ 
try’s present requirements of reHned products. Exploration, pros¬ 
pecting and drilling operations are in full swing. Drillings at pre¬ 
sent are being carried out near Chakwal in Punjab, Sui in Balu¬ 
chistan and at Patiya and Patharia in East Pakistan. Oil has also 
been struck at Dhullian. 


Cottage Industries.—The question of the development of cottage 
industries was considered by an All-Pakistan Cottage and Small- 
Scale Industries Conference held at Lahore in 1952. The recommen¬ 
dations made at that Conference have been accepted by Government 
and steps are being taken to establish a statutory Cottage Industries 
Development Corporation, which will look after the interests of 
cottage and small-scale industries. 


12. Pakistan was faced with two serious problems during the 
penod under review, the shortage of food and the balance of pay- 
ments deficit. The first was averted by assistance from outside. 
But for this assistance the position would have been very difficult 
The deve opment programme would have received a serious set 
back If It had been necessary for Pakistan to provide foreil ex- 

resources to buy wheat from abroad The 
w^ctive measures taken have stopped the drain on foreign ex- 

inrft;.H reached the position when no flirther 

on them. On the other hand Pakistan’s deve- 

in?r/nii had reached a stage when it v.'as just petting 

mduanv'^'' ■ administrative difficulties were being 

Srt d^oendern ""Th development in considerable 

part depended on the availability of foreign exchange. 

is resources, the Government of Pakistan 

and to th^! immediate increase in production 

projects Thr budgetary allocations for productive 

KfanV? • ‘he major part of 

and resources to the import of capifal goods 

»‘ew plans for Public and private. There are 

takinS ^eh «« IS ] projects including joint investment under- 
Poratfon. ^ Pakistan Industrial Development Cor- 


I^"-'°P->ent Plan and 
J^SMofP-^ Pnonty programme, developed in 1950-51, now 
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require adjustment. For this purpose the Government of Pakistan 
announced the appointment in April 1953 of a new Planning Board 
to review these programmes. It is anticipated that the Board will 
be assisted by foreign technical experts. 

15. In the revision of the development programme first priority 
will be given to projects which promise a quick increase in food 
production, or in other essential products. This statement of policy 
IS reflected in the adoption of a ‘Grow More Food’ programme direct¬ 
ed at immediate increase of agricultural output and in the higher 
priority given to other agricultural and irrigation projects, 

16. A high level of external economic assistance will be necessary 
to permit Pakistan to proceed effectively with its development 
programme. The rupee proceeds from the sale of wheat have in¬ 
creased Pakistan’s capacity to absorb foreign aid by making avail¬ 
able additional domestic funds which will be devoted to economic 
development. 

External Assistance 

17. Foreign economic assistance continues to play an important 
part in furthering Pakistan's economic development programme. 
The necessity for such aid has been increased, as is apparent from the 
earlier discussion of the drastic decline in Pakistan’s earnings of 
foreign exchange in 1952 and the occurrence of acute wheat shortages 
in 1952 and 1953. 

Capital Aid 

Australia.—Australian aid totalling £A 3-7 million in 1951*52 
and 1952-53 has been committed for necessary imported equipment 
for the improvement of communications, land clearance and recla¬ 
mation, irrigation and hydro-electric power generators. In 1953, 
Australia contributed an additional sum of £A 2 million for the 
purchase of wheat (45,000 tons). 

2. Canada.—Canadian economic aid totalling $ 10 million in 1951- 
52 and about $ 9 million in 1952-53 has been committed primarily 
for the construction of a Cement Plant in the Punjab, the under¬ 
taking of an aerial survey of West Pakistan, equipment for the 
Warsak hydro-electric project in the N.W.F.P. and railway sleepers 
for rail-road reconstruction. In 1952-53 Canada allocated $ 5 million 
of assistance for the purchase of wheat, and has already provided a 
similar amount in 1953-54. 

3. New Zealand.—New Zealand's aid, totalling £ 500,000 in 1951- 
52 and 1952-53 is being utilised for two projects, the Nari Bolan Irri¬ 
gation dam, and the construction of a Cement factory in Sind. 
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4. U.S.A.—The United Slates of America has contributed $ 22-254 
million during the two years period in T.C.A. assistance. This aid 
js being utilised to promote development in a number of fields in¬ 
cluding agriculture and irrigation, fertiliser imports and the construc¬ 
tion of a 50,000 tons fertiliser factory, timber o.'ctract.'on, village afd, 
health and sanitation and education. In addition, the U.S.A, lias 
contributed to the relief of Pakistan's wheat deficit as noted below. 

5. Ford Foundation.—The Ford Foundation has granted $ 2-85 
millions in 1952-53 for the addition support of the village aid pro¬ 
gramme, and for technical education. 

Loans and Credits 

1. International Bank for Reconstruction and Development.—In 
1951-52 the I.B.R.U. made loans totalling $ 62-45 million for railway 
reconstruction and improvement, and for the purchase of agricul¬ 
tural machinery for the Thai Land Reclamation projects. 

2. Japan.—In connection with its bilateral trade agreement Japan 
e.xtended to private concerns in Pakistan in 1953 £ 6 million in five 
year credits for the importation of capital goods. 

3. United Kingdom.—In 1953. the United Kingdom agreed to 
make av''lable to Pakistan 10-year credits amounting to £ 10 million 
for the p rchase of equipment for schemes directly or indirectly 
contributing to agricultural production. 

4. The U. S. Export and Import Bank loaned Pakistan $ 15 mil¬ 
lion in 1952 for the purchase of wheat. 

Special Wheat Assistance 

Although specific mention has been made previously of the assis¬ 
tance given to PakisUn in 1952 and 1953 by U.S.A., Canada and 
Australia, to meet its emergency requirements for food imports, 
special attention should be called to this aid both because of its 
total amount and because of the contribution made to Pakistan’s 

position by the sale proceeds of this wheat. In 
Pakistan received a $ 15 million wheat loan from U.S.A. and 
a § 5 million grant from Canada. In 1953 U.S.A. provided 700,000 
ons of wheat on a grant basis and another 300,000 tons are likely 

0 e made available. In 1953 Canada and Australia also provided 
wheat totalling 100,000 tons. 

Technical Assistance 

18, Pakistan made extensive use of technical assistance from all 
of mtemational agencies. deUils of which are in the Report 

e Council for technical co-operation annexed to this Report. 


The expert services made available to Pakistan have been uti* 
lized in the direct advancement of economic development projects, 
in the improvement of basic governmental services such as health, 
education and welfare and in the furtherance of public administra¬ 
tion. The provision of a large number of facilities for training has 
enabled Pakistan to improve its governmental and professional 
services and to staff more adequately its economic development 
projects. It is needless to elaborate on the importance of the con¬ 
tribution of this extensive technical assistance to the permanent 
advancement of competence, planning and development in a new 
nation faced by vast problems of organisation and growth. 

In addition to the personnel and training noted above, the con¬ 
tributing nations and organisations have made available to Pakistan 
considerable quantities of technical and scientific equipment, medi¬ 
cal supplies and publications necessary to make the training efforts 
of experts effective and productive. While total values are not 
available for the quantity of materials supplied, they contributed to 
Pakistan’s technical and economic progress. 

The continuing programme 

19. The following is a summary of major undertakings planned 
by Pakistan for the coming year: 

(i) Agriculture and Irrigation.—The 1953-54 estimated expenditure 
for agricultural and irrigation development is Rs. 143'7 million. 
The principal undertakings planned are as follows: — 

Thai Project: designed to bring into cultivation T5 million 
acres of which one half will be under crops by the end of 1956-57. 

Rasul Tube-Well Project: will reclaim water-logged land and 
provide additional water for irrigation purposes for 100,000 acres 
by 1954. 

Chuharkana Reclamation Project; through Tube Well irrigation 
and reclamation will bring 120.000 acres of land under crops by 
1956-57 and improve 80.000 acres already under cultivation. 

Punjab Canal Links and Hydel Projects: will provide assured 
water supplies to a major productive agricultural area. 

Taunsa Barrage: will improve the water supply on 1,250,000 
acres by new irrigation works to be completed in 1956-57. 

Ganges Kobadak Irrigation Project: will provide improved 
water supplies to 2-2 million acres in East Bengal and by 1956-57, 
■100,000 acres of land will be brought under cultivation. 
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Lower Sind Barrage: will eventually bring 2-8 million acres 
under cultivation out of which 600,000 acres will be under crops by 
1956-57. 

Warsak Project: is a multi-purpose project which will bring 
195.000 acres under cultivation; work on this is well under way. 

Nari Bolan Flood Control Scheme: will bring an additional 
100.000 acres under cultivation. 

Grow More Food Campaign; a sum of Rs. 50 million is being 
spent on the reorganisation of agricultural services, gradual me¬ 
chanisation of agriculture, establishment of large seed-multiplica- 
lion farms, intensification of demonstration and propaganda, estab¬ 
lishment of cattle breeding farms and cooperative societies. 

(ii) Power and Irrigation Projects: in 1953-54 the estimates 
for expenditure on power projects and multi-purpose projects are 
Rs. 41-6 million and Rs. 81-1 million respectively. Mention may 
be made here of the following projects; — 

(1) Mlanwali Hydro-electric Project; with a capacity of 100.000 

W* 


(2) Karanfull Hydro-electric Scheme: with a capacity of 160 000 

k w. will serve an area of 15.000 sq. miles. Apart from rGclamation 

of water-logged land it will bring another one million acres under 
cultivation. 


(3) Kurram Garhi Project: will generate a capacity of 4 000 
k.w. will bring nearly 150,000 more acres under cultivation. 

in Hydro.electric Project; will come into commission 

m 1S53-54 and have a capacity of 20,000 k.w. 


for ^ Commuiiicatioii.-The estimated expenditure 

v out of which Rs. 45 2 million is pro- 

nnt+f for air transport. Rs. 4-2 Million for 

ports and Rs. 7-4 million for inland waterways. The road deve¬ 
lopment plan of East Pakistan envisages the construction and im- 

cost of Rs. 75-5 million. Capacity of the Chittagong port is beine 
nlfchaTn'! 5 '"jllion tons at the time of partition to 30 million tons 
There is'? Anchorage is being developed at a cost of Rs. 75 million, 
ct^t of L 93 vT? reconstruct the East Wharf at Karachi at a 
Thp ™ million and a dry dock at a co.st of Rs. 18-9 million 

the development 

of the railways are estimated to cost Rs. 168 million. 
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(iv) Industrial Development: the 1953-54 estimated expenditure 
on industrial development is Rs. 173 million. Much of this sum will 
be used to expand production in industries, the more important of 
which are described below. 

Power: Installation of an additional 140,000 k.w. is in progress. 

Cotton Textiles: further orders for 382.356 spindles and 1,800 
looms have been placed recently. The total spindleage and loomage 
in operation after the installation of the machinery booked will be 
1,332,356 and 14,309 respectively. There are indications that by the 
end of 1954 total number of spindles and looms in operation will be 
1,889,000 and 25.000 respectively. 

Woollen Textiles: another woollen mill with 240 spindles is 
about to go into production. Machinery for 3,660 woollen and 1,060 
worsted spindles has already arrived and is being installed. Orders 
for the import of 2.890 woollen and 12,868 worsted spindles have 
been placed by various industrialists on foreign suppliers. 

Jute Textiles: it is proposed to install a total of 6,000 looms. It 
is expected that by the end of 1954 all the new mills in Pakistan 
will have 6,000 looms working to full capacity on double shifts. 
They will be producing at the rate of 200,000 tons of jute goods per 
annum, including 300 million yards of hessian cloth and 130 million 
bags. 

Cement: the following cement factories are being set up;— 

(a) Hyderabad Cement Factory: The total estimated cost 

amounts to Rs. 18 million and it is expected that the 
proposed plant will produce 400 tons of cement a day. 

(b) Thai Cement Plant: The total estimated cost is Rs. 26-5 

million. This will have a capacity of 100,000 ions per 
annum. 

Coal: the volume of coal production has already been stepped 
up from 300.000 tons a year in 1947 to 600,000 tons and the target of 
800.000 tons given in the six year Plan will be reached before 1957. 

Gas: the discovery of gas at Sui represents a valuable and 
timely supplement to Pakistan’s supply of indigenous fuels. This 
is particularly useful for stationary heat and power installations 
and a ready made carbon-hydrogen molecular skeleton for the 
manufacture of synthetic fertilizers. The reserves cf this gas are 
estimated at 2,280,000 million cubic feet and are sufficient to supply 
100 million cubic feet per day for 60 yeare. This quantity of gas is 
the equivalent in effective heating value of 1,600,000 tons of imported 
coal every year. 
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Siigsr: the Pakistan Industrial Development Corporation pro* 
poses to set up five su^ar mills with an annua! capacity of 10.000 
tons each. The new mills are expected to be established by 1955-56 
and orders for machinery have been placed. The total production 
will meet the bulk of internal requirements, which are estimated at 
265,000 tons a year. 

Wire and Gable Plant: the manufacture of wires and cables has 
been undertaken by a private company which proooses to establish 
the plant in collaboration with some British concerns. 

KamafulU Paper Mill: at Chandtaghone in East Pakistan to 
produce 30,000 tons of paper per annum. The Mill will go into 
production by the end of 19.53. 

A hi^h grade Board/Paper Mill: at Nowshera in the NWFP 
to produce 7.500 tons per annum of high grade board and paper from 
natural straws. 


A Straw Board IVlill: at Rashwali (Punjab) to produce 7,500 
tons of Straw Board per annum from natural straw.s. 

A lO-ton-a-day Caustic Soda: and an S-S-ton-a-day Chlorine Plant 
at Nowshera in N.W.F.P. 


A 50.000 tons per annum Ammonium Sulphate Fertiliser Plant 
at Daudkhel (Mianwali District), Punjab. 

A. DJ).T. Plant: at Nowshera in the N.W.F.P. in conjunction 

nl? Organisation and the United Nations Inter- 

national Childrens’ Emergenev Fund. 


A Superphosphates Plant at Lyallpur in the Punjab.—The oro- 
duction of sulphuric acid in West Pakistan being in excess of ^the 
present requirements, the Corporation is converting the Sulphuric 
id plant at Lyallpur into a Superphosphate (Fertilizer)-cum-sul 
phunc acid plant to produce 6.000 tons of Superphosphate per annum 
The scheme will be completed in 15 months. ^ 


Re-Rolling Mills and Iron and AIKed 

^ Pakistan Industrial Deve:opment Corporation 
as conducted surveys for determining (a) the economics and details 

natum 1"H re-rolling mills, and (b) the 

ment of extent of iron and allied mineral ore deposits for develop- 

fo*- rolling and re-rolling nlim 
an Am furnaces have also been conducted in conjunction with 
an American Firm who were engaged as consultants. Surveys Jor 



iron ore smelting were carried out by a German firm whose services 
were obtained by the Pakistan Industrial Development Corporation. 
After examining possibilities in Chiti'al. Abbottabad and ether areas 
of the N.W.F.P.. the Salt Range and Thai in the Punjab, these experts 
have reported that there are reasonably good prospects of producing 
50.000 tons of pig iron per annum. A very rough estimate of the cost 
is Rs. 15 million. More detailed sur^'eys and investigations are now 
being taken in hand by the Pakistan Industrial Development Corpo¬ 
ration in association with a well-knowm German firm to evolve defi¬ 
nite schemes for the smelting of iron ore in the countiy. 
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PAKISTAN 

Development Expenditure in the Public Sector, 1951-54 


(Central Government expenditure including loans to Provinces) 




Actual 

1951-52 

Revised 

Esttindtc 

1952-53 

Estimate 

1953-54 

1. 

4 

Agfi^Uun and Irrigation 

(x) Irrigation .... 

(In miiiion rupees) 

96 -^ I08'3 123*7 


( 2 ) General ..... 

2' I 

8*4 

20*0 


Totai 

98*9 

116*7 

143 7 

11. 

Muhipurpoie FrcUcts 

51 

29*4 

8i'l 

III. 

Forestry ...... 

0*4 

0*7 

1-5 

IV. 

Transport 

(l) Roadd ..... 

38*5 

81 3 

45*3 


( 2 ) Air Transport 

6-3 

ll'S 

X 14 


0) Ports and Harbours. 

0*2 

1*7 

4*2 


( 4 ) Inland Waiertvays . 

4«6 

10 3 

7*4 


Total 

49-6 

55 X 

6S'3 

V. 

Fuel and Potcer 

( 1 ) Hydn>Elcctric 

9*0 

17*7 

369 


( 2 ) Thermal Electri<; 

0*4 

O’ 1 

4*7 


Total 

9 4 

17.8 

Al'6 

VI. 

Industries ...... 

27 1 

762 

173 '1 

vir. 

Social Capital 

ii) Housing .... 


2-5 

0-7 


( 2 ) Water SUpply .... 

0* 1 

0*2 

41 


( 3 ) Health .... 

4*3 

7-9 

12*7 


( 4 ) Education «... 

118 

23*2 

23*8 


Total 

l6'2 

33*8 

41*3 

VIII. 

Research . 

O' 1 

0‘4 

04 

IX. 

Other Projuts ..... 

82*4 

74*9 

98 


Grand Total 

289 2 

405 0 

5608 


*49 M of 




PAKISTAN 

Balance of Payments, 1951-53 
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CHAPTER IX 

MALAYA AND BRITISH BORNEO 
Economic and Financial Situation 


1. The rise in the price of rubber, which was an outstanding 
feature of the economic situation of Malaya and British Borneo in 

1950. reached its peak in February 1951 with the price at 5s. 6d. a lb. 
In every quarter since then except the quarter ending in December 

1951, the average price has fallen and it is now Is. 8d. a lb. Rubber 
accounts for nearly two thirds of the total exports from these terri' 
tories and the result of this drop in price is reflected in the reduced 
value of total exports and an almost complete check to the rise in 
Government revenue in 1952. 

2. The total values of exports were— 

* M$ million 





1950 

1951 

1952 

Maliya (Federation and Singapore'^ 

• 

• 

4020 

599J 

37n 

Sarawak .... 

e 

e 

377 

50S 

437 

North Borneo 

4 

4 

94 

120 

^9 


These figures include re-exports which are .especially important for 
Singapore. For Sarawak they include oil produced in the neigh¬ 
bouring State of Brunei but refined in Sarawak. Excluding oil the 
Sarawak figures would read 146,206 and 129. The second chief ex¬ 
port of the Federation is tin. The average price of tin was £745 
a ton in 1950, £1,077 in 1951 and £964 in 1952; the price now is about 
£660. Exports of locally mined tin (in metal) and tin (in concentrates) 
were valued at about M $ 386 mUlion in 1950, M $ 394 million in 
1951 and M $ 463 million in 1952. During 1953 there was a further 
substantia] fall in the value of exports. 

3. Government revenues were approximately:— 


Fedenifon of Malaj-a 
Singapoie 
Sarawak 
North fiorDOQ 


1950 

MS MiUion 

195* 

195^ 

443 

736 

721 

114 

*75 

200 

30 

47 

52 

17 

25 

23 


^ uuiieb accQuncea tor ,5^ per cent ot the 

tow revenue at M $ 146 million • in 1950, 40 per cent at M $ 298 
r 1951 and 35 per cent at M $ 257 million (estimates only) 

j 52, In addition cess es collected on rubber at the time of export^ 

•Excliangc Rate M S8-57-.f1 (Sterling) 

M |3 0C=S1 (DoUivr) 
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from which replanting is financed, amounted to more than M $ 60 
million In the years 1951 and 1952. Of the total receipts from ex¬ 
port duties the duties on rubber and tin alone accounted for 96 
per cent in 1950. 98 per cent in 1951 and 97 per cent in 1952. In 
Singapore there are no export duties and the main sources of revenue 
are income tax and import duties on liquor, petroleum and tobacco. 
The Singapore City Council also has a budget of nearly M $ 60 
million and is responsible for some 40 per cent of the development 
projects now under way in the Colony. In 1952 the rates of dufy 
on liquor and tobacco and the City Council’s general rate and licence 
fees were raised. In Sarawak increased rates of import duty on 
liquor and tobacco and of income tax on companies yielded an addi¬ 
tional M $ 4-5 million in 1952, and arrears of income, tax accounted 
for about M $ 13 million more. During 1952 however there was in 
general a fall in revenues. 

4. Both the volume and the value of imports into Malaya (Fede¬ 
ration and Singapore) also fell in 1952 but not to the same extent 
as exports, so that the export surplus was reduced to M $ 43 million 
compared with M $ 1097 million in 1950 and M $ 1320 million in 1951. 
The surplus in Sarawak (leaving transactions in oil out of account) 
was reduced to M $ 17 million and North Borneo had a deficit of 
nearly M $ 8-5 million. . 

5. The following index numbers for Malaya (Federation and 
Singapore) all based on 1938=100. show the variations in the prices 
of goods actually imported and exported (including re-exports) and 
the decline in the volume of trade:— 


Imports Exports 


Average 


Average 


Values 

Volume 

Values 

Volume 


1948 . 


# 

• 

276 

124 

229 

87 

1949 ♦ 

e 


• 

278 

125 

225 

134 

1950 . 




3»7 

170 

339 

175 

I 95 » 


• 

• 

398 

225 

S 93 

184 

I 95 i 

• 


• 

356 

200 

433 

ISS 


6. With the break in the upward trend of import prices and a 
decline in the incomes of those engaged in rubber and other export 
industries, the cost of living also-ceased to rise but there was no 
actual decline by the end of 1952 except in North Borneo. Wages 
were reduced in the rubber estates and tin mines, but the general 
level of activity remained high and wages did not decline generally. 
In Singapore wages tended to rise in a number of trades and many 
agreements giving increases in wages or allowances were negoti¬ 
ated. 
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7. Higher prices for imported capital goods and higher local 
wages, especially for skilled and semi-skilled workers engaged in 
building and construction, have raised the costs of projects subs¬ 
tantially above the original estimates. 

Revision of Programmes 

8. Apart from the revision of estimates which has been necessary 
in all the territories to take account of the rise in the cost of material 
and labour since the various individual projects were drawn up and 
included in the development programmes, there has been little fun¬ 
damental change in the plans except in the Federation. There, one 
of the foundations of the success gained so far against the communist 
terrorists has been the resettlement of the more exposed parts of the 
community in New Villages, where they can be given protection and 
all the other benefits of normal administration. The cost of this 
operation has been included in the estimates of expenditure on 
development. The Emergency has also made some changes in 
priority necessary and greater emphasis has been thrown in parti¬ 
cular on the need for improved communications, including tele¬ 
communications. With the prospect of devoting more of the avail¬ 
able resources in labour, materials and technical services to more 
normal social and economic development, however, a revision of the 
plan is proposed. It is intended that the revision should be under¬ 
taken after the completion of a basic survey of the economic re¬ 
sources and needs of the country by a Mission from the International 
Bank for Reconstruction and Development. The survey, which will 
also cover Singapore, is due to start early in 1954. 

9. The total expenditure of the four territories on their Plans is 
estimated at nearly M $ 230 million up to the end of 1951, M $ 179 
million in 1952 and M $ 282 million in 1953. Expenditure by the end 
of 1953 is estimated to be approximately M $ 389 million in the Fede¬ 
ration, M $ 220 million in Singapore and M $ 82 million in Sarawak 
and North Borneo. 

p. The exceptional economic conditions associated with the boom 
which followed the outbreak of war in Korea have enabled the 
wvemments of all these territories to pay for the greater part of 
e work of reconstruction and development which they have carried 
out since then from revenue, and. w’ith the exception of North 
omeo, to accumulate revenue surplu.ses. Tliose conditions, how- 

obtain and the time is already at hand when the 

Emergency in 

aition. vrill require further external financial help if the needs of 
Oh security and development are to be met. The United Kingdom 

ernment has undertaken to give help of this nature, and the 
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form and amount are now under discussion. There is no immediate 
need of such help in the other territories or ground for thinking that 
the rate of development in any of the territories will not be main¬ 
tained for lack of funds. 


External Assistance 

11. Apart from M $ 2-9 million from the United States towards 
the cost of wharves in North Borneo and some heavy earth-moving 
machinery for the Federation’s road-programme, all major external 
aid for capital expenditure by the Governments of these territories 
has come from the United Kingdom. In addition there has been an 
increasing flow of technical assistance from Australia, Canada, 
India and New Zealand under the Technical Co-operation Scheme 
and some aid from the United Nations. 

12. The outlays and commitments of the United Kingdom for re¬ 
habilitation and development now amount to some £65 million. 
This figure includes direct grants of approximately £21 million 
already made towards the financing of War Damage Schemes and 
interest-free loans to the extent required up to a further £19 
million for the same purpose. It includes also investments of very 
nearly £14 million already authorised by the Colonial Development 
Corporation of which nearly £7*4 million has already been provided 
to the Corporation for the purpose. It includes a further £11 million 
from Development and Welfare Funds earmarked for expenditure 
in the area by the end of March, 1956, of which £3-3 million had 
been utilized by the end of March, 1953. Total assistance provided 
during 1952-53 (mainly payments for War Damage Schemes) was of 
£11 million. 


Private Investment 

13. Investment is encouraged from all sources. Remittance of 
profits on capital invested from overseas is permitted, and in the 
case of capital supplied for approved projects from places outside 
the sterling area, repatriation of funds so subscribed is permitted at 
any time through prescribed channels to the country from which 
they came. There is no restriction on the foreign ownership of 
capital invested in any enterprise, and there is no discrimination 
against overseas capital. Income tax reliefs allow for an initial 
allowance of 20 per cent on the cost of machinery or plant acquired 
for the purpose of a trade together with an annual allowance at 
prescribed rates. An initial allowance of 10 per cent is made for the 
cost of construction of industrial buildings or structures, together 
with an annual allowance equal to one fiftieth of the expenditure. 
There are no tax holidays, but losses incurred in the trade may be 
carried forward and set off against future profits. 
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The Federation of Malaya 

14. Since the First Annual Report of tlie Con.sultative Committee 
was published in 1952, substantial progress has been made in the 
development programme of the Federation. Of the 546 schemes now 
included in the programme. 215 have been started, 64 had been com¬ 
pleted by the end of 1952, and a further 73 should be completed by 
the end of 1953. Among the major projects which have been com¬ 
pleted during the period under review may be mentioned the first 
stage of the Connaught Bridge Power Station (40,000 kilowatts), 
the inauguration of the National Grid linking thiee States, the re¬ 
laying of 200 miles of the East Coast Railway line, the physical re¬ 
settlement of some 450.000 squatters, the drainage, irrigation and 
settlement of 50,000 acres of paddy-land at Tanjong Karang. and the 
first phase of the Technical College at Kuala Lumpur, the final cost 
of which is estimated at li/I $ 5-5 million. Many other major p*'ojects 
have been started, including the Trans-Perak irrigation scheme 
covering 180,000 acres of potential paddy-land. and a $ 3 million 
ffurses Hostel at Penang. The area of rubber replanted with the 
aid of the cess imposed on rubber exports exceeds 50,000 acres. 
Good progress has also been made with the installation of a very 
high frequency Radio Telephone System linking Kuala Lumpur with 
Singapore. Penang, Ipoh and Malacca. Additional funds have been 
provided for the intensified work of the Rural and industrial 
Development Authority, and a bill has been passed for the Autho¬ 
rity’s incorporation with effect from 1st January 1954. Mention 
may ^so be made of the completion, with the aid of the Mutual 
Security Agency, of the survey of the site of the proposed Klang 
Gates Dam in connection with a new water supply for Kuala 
Lumpur. In the field of private enterprise, a large factory for the 
manufacture of soap, cooking oil and edible fats has been com¬ 
pleted at Kuala Lumpur, and is now in production, and a cement 
factory has been opened at Rawang. 

15. As will be seen from the figures given at the end of this 
t-napter the total estimated cost of all public schemes of Develop¬ 
ment in 1953 is over £16 million sterling. This is substantially 
^eater than the amount estimated to have been expended in 1952, 

actual expenditure in 1951. At that time, as stated 
the FiKt Annual Report, the financial position of the Federation 

anxiety. This was in spite of the burdensome 
of the Emergency, almost all of which has hitherto been met 
revenue. In 1953, however, the picture has changed 
® result of the fall in world prices for rubber and 
pillars of the Federation’s economy. Instead of a 
geted deficit of some M $ 100 million it is now estimated that 
«»ere wUl be a gap to be bridged of double this figure. 
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16. While steps have been taken to meet this deficit by economies, 
additional taxation, the proceeds from issues made under the $ 100 
million Security Loan 1952, and by drawing on reserves, the pros¬ 
pects are that an even greater deficit will have to be faced in 1954 
It is true that heartening progress has been made in combatting the 
Emergency, but there is still no immediate hope of any substantial 
decrease in expenditure on Emergency purposes. These are estimat¬ 
ed to account for as much as one third of the Federation’s total ex¬ 
penditure. By the same token, any serious reduction or undue post¬ 
ponement of the economic and social development programmes 
would mean the persistence of conditions unfavourable to the final 
defeat of the Communist terrorists. 

17. Thus the Government of the Federation, with its estimated 
population of 6-5 million, increasing at the rate of per cent per 
annum, is forced to review ways and means whereby it can continue 
to bear, even with outside assistance, the double burden of the 
Emergency and of essential economic and social development. 

18. It is noteworthy that apart from the M $ 100 million Security 
Loan 1952, of which M $ 60 million has been issued to date, the rest 
of the public debt of the Federation, amounting to some M $ 430 
million, has been incurred for purposes of development. The loan 
programme has now been revised with the object, firstly, of financing 
capital development on schemes calculated to give early stimulus to 
economic progress, and, secondly, to provide relief to a revenue 
budget by removing almost every item which may justifiably be 
debited to loan charges. 

19. Over the whole period covered by existing loan programmes 
the expenditure proposed on various categories of development is 
roughly as follows;— 


Hoads 

M $ Million 
142 

Railways 

no 

Drainage and Irrigation 

60 

Housing 

47 

Water Supplies 

66 

Telecommunications 

25 

Sewerage 

15 

Rural & Industrial Development \ 

Authority 

Topographical Survey 

64 


20. The extensive programme may represent the limit of the 
Federation’s capacity to finance essential capital developments from 
its own resources. But it still leaves out of account the require¬ 
ments of many other substantial schemes, whose early execution 
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becomes increasinely desirable. It is clear, thei^for^, that the time 
IS appropnate for a thorough and expert investigation of the nee^s 
and resources of the country, so that development plans may be 
realistically and confidently framed. In this tact 

assistance of a Mission from the ImerliT 
Development, which is expected 

Singapore 

21. Smppore IS a free port, and the natural entrepot for sur- 

th^ugh'bi'creSng^anenlion prosperity 

growth of seoondary industries, they afd agriculture'p“l”y®'.”f 

area Itself, have detemuned the shape of the Singapore Developmem 
—ications (a new Inteniationa, Ainao/t °°n?*inTerna7‘’' r:a1 

srSfvr.SiSr;: sr;n,:-s 

and the City Council have extensive building schemes in hfnd 
employees the maior n# -j- scnemes in hand for their 

hands "of the SingXorflmpro'^rrT^^^^^^ ^ '>’- 

rate'of®:""t™e^ion'L';°ro7e'"'‘^ --‘-S - aatisfactoty 

and^_^ucation Plans ^ 

search facilities. agricultural development and re- 

"owVs^^irTsupSeme '7 d'”" =>'‘emators is 

Rapacity hither to avaSrbir The ‘he 32.000 k.w. 

« 150.000 k.w Of the ^timate capacity of the new sUtion 

*^!>Mofp_8 ^ total cost of over M$ 129 million nearly 
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M$77 million wili have been spent by the end of 1953. It is hoped 
that this power availability will play an important part in increasing 
the expansion of secondai-y industries in Singapore. 

27. The new airport at Paya Lebar covers 1,100 acres, has an 8,000 
feet main runway and is designed to meet all foreseeable require¬ 
ments of future type aircraft. Some M $ 15J million will have been 
spent by the end of 1953 out of a total estimated cost of just under 
M $ 38 million. It is expected that the airport will be in use by early 
1955. 

28. The new graving dock will accept cargo vessels end tankers up 
to 600 ft. in length and will be the fifth graving dock in Singapore. 
Construction will be well advanced by the end of the current year. 

29. Smaller projects include an expenditure of over M $ 30 million 
on town planning and road redevelopment, the construction of veteri¬ 
nary quarantine stations and abattoirs, improvements connected with 
radio broadcasting facilities and the establishment of a Regional 
Marine Research Station. All of these have been started. The latter 
provides for a scientific exploration and investigation of the fisheries 
resources of the sea area 800 miles East and West of the Malaya 
Peninsula. 

30. It is estimated that approximately M $ 220 million will have 
been spent on development projects in Singapore between 1951 and 
1953. and it is worthy of note that the ratio of development expen¬ 
diture to total expenditure has shown a steady annual increase t.e. 
12 per cent., 16 per. cent, and 22 per cent, respectively. Actual de¬ 
velopment expenditure was M $ 41 million and M $ 65 million in 
1951 and 1952 and is expected to be M$114 million in 1953. The 
annual expenditure on non-social projects is increasing; By the end 
of 1952, 65 per cent, of the development expenditure had been on 
Social Capital projects, 30 per cent on Fuel and Power Schemes and 
5 per cent, on all other types. In 1953. 50 per cent, of the expen¬ 
diture will be on Social Capital projects, 33 per cent, on Fuel and 
Power, 14 per cent, on Transport and Communications, and 3 per cent, 
on the remainder. 

31. With the exception of the relatively small Colonial Develop¬ 
ment and Welfare Fund grants the Development Plan has been 
financed entirely from local resources. The expenditure on projects 
financed by government has been met fium current revenues. Funds 
for the Improvement Trust’s Housing Programmes are provided by 
government loans. The City Council Projects are largely financed 
by loan moneys raised in Singapore by the issue of municipal deben¬ 
ture stocks though some revenue money has been applied to capital 
development projects. 
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32. Private investment continues an.i among the more important 
new light industries established within the last two years are the 
manufacture of yarn, motal boxes, plywood and cane products, roof¬ 
ing tiles, canned food-sxuffs and edible oils. A boot polish factory 
and a rope manufactory are expected to commence production in 1953, 

It may be noted that the favourable terms set out in paragraph 13 
above, which describe the conditions relaling to the investment of 
private capital in the Malaya/British Borneo territories, are en¬ 
hanced in the case of Singapore by its free port status and the con¬ 
sequent absence of any import duties on machinery or materials. 

Sarawak 

33. There has been no significant change in the broad outline 
already laid down for the development programme, the aims and 
objects of which are:— 

(a) To increase, with the aim of sufficiency, the production of 

foodstuff, the most important of which is rice. 

(b) To reduce the import of commodities which can be pro¬ 
duced in Sarawak, and simultaneously to develop exports 

other than rubber. 

(c) To improve communications. 

(d) To associate private enterprise with industrial develop¬ 

ment and to provide an opportunity for local investment. 

(e) To improve and expand social services. 

34. A Development Board, appointed in 1952. keeps the pro¬ 
gramme under constant review and minor adjustments are made 
from time to time to meet changing conditions. The Development 
Board has stressed the importance of keeping the development pro¬ 
gramme flexible and the Plan will be reviewed completely in 1954, 
and possibly revised if necessary. Such changes as have been made 
since the last report of the Consultative Committee include provision 
for an internal feeder air service and the development of a new port 
area for Kuchiiig. 

35. Up to the end of 1951 progress on the planned programme of 
development had been slower than had been hoped. Apart from the 
inevitable delays which must be encountered in the early stages of 
any development plan, when projects must be investigated and 
schemes proposed, there has been a shortage of technical officers, 
labour and materials. During 1952 greater progress was achieved; an 
uicreasing number of technical officers were appointed (though in 
some branches, especially engineering, difficulty is still being ex¬ 
perienced in recruiting the staff required); equipment started to come 
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forward, and the labour position eased somewhat owing to the fall in 
the price of rubber. This state of affairs has continued during the 
year under review. 

36. Expenditure under the Plan for 1952-53 is estimated at some 
M $ 6 million as compared with M $ 3 million in 1951-52. Of this 
59 per cent, came under the head of Communications and consisted 
mainly of road and air development and tele-communications. Ex¬ 
penditure on economic development is estimated at approximately 
77 per cent, of the total expenditure under development. 

37. Rubber is the dominant factor in the economic and financial 
condition of Sarawak. Thanks to the boom in 1951, revenue amount¬ 
ed to M $ 47 million and there was a surplus on the year’s working 
of M $ 25 million. In 1952 rubber exports declined. Pepper and 
timber exports, however, continued to rise. Revenue for 1952 
amounted to M $ 52 million and at the end of 1952 the General Reve¬ 
nue Reserve stood at about M $ 60 million. Of this sum one-half 
is to be kept to meet shortfalls in revenue arising frjni the vagaries 
of the rubber market while the remainder will be available to assist 
in financing the Development Plan. The Plan calls for a contribution 
of M $ 60 million from the country’s funds of which about M $ 
9-4 million had been provided by the end of 1952 and a further M $ 
12 million was provided during 1953. Financial prospects for 1953 
are at present not encouraging. There is no sign of any rise in the 
price of rubber, and pepper diseases are causing increasing anxiety. 
Additional revenue amounting to M $ 4-3 million has been raised 
by an increase in the import duties on alcoholic liquors and tobacco 
and in the incomelax on companies. On the other hand this trade 
recession has relieved the labour shortage and made it possible to 
press on again with development works. 


North Borneo 

38. The development problem in North Borneo is peculiar in that 
the task confronting the country is not only that of development 
but also of reconstruction necessitated by the almost complete 
devastation suffered during the war. Thus reconstruction and deve¬ 
lopment have necessarily gone hand in hand, and it is not expected 
that new development will get fully into its stride until late in 1954, 
when reconstruction should be largely completed. 

39. The main aims of the Development Plan, which was submitted 
in 1950, were: — 

(a) To correct an excessive dependence on a single productive 

industry, i.e. rubber. 

(b) To make the territory self-sufficient in foodstuffs, mainly 

rice. 


09 

(c) To discover and exploit the extent and value of the terri¬ 

tory’s natural resources. 

(d) To raise the standards of health and education and social 

services generally within the economic capacity of the 
territory to pay for such services. 


40. These aims remain unchanged, and there has been no material 
alteration to the form of the Plan although the general inflation in 
South-East Asia has made necessary a radical revision of the esti¬ 
mates of expenditure. Progress on development was retarded dur¬ 
ing 1951 and 1952 by the serious shortage of labour and the need to 
deploy much of the resources of the territory on reconstruction 
work. Towards the end of 1952 there was some improvement 
in the labour situation, but the shortage of adequately trained technf- 
cal staff IS likely to persist for some time. Despite these difficulties 

process m general has been good, but there have been serious delays 

in the road building programme, which is a most important part of the 

threour^ are a prerequisite opening up 

^ ^ «^«velopment. It seems clear that the original roads 
pro^amme was over-optimistic. but with more labour gradually be- 
coming available progress should be better in 1954. New internal 

computed and 

ncL i ^ ‘ development by enabling supervisine and 

frequenUy.^^^®'^ country more quickly and^more 


M ^ s M $ 11 7 million, and the estimate for 1954 

W53 and M ? 6 milUon^n 195 '’/""'' ^ ® ^ 


Acviiiuviti AssistaDce 

n Of the opportunures Xed hv T good 

jheme. Since February 1952 sixtv nin ^ ^hnical Co-operation 
mainly to Austral^ trainees have gone over- 

prts have been recS . twenry-four ex- 

'» ‘be Annexure to tWs report"^ 
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43 The territories have also welcomed the gifts^ of 
they have received N- hbrary of the 

vide equipment for t a pedi^ee Hereford bull 

l;"sa7awah " nd^rundTrt^ as a special venture the printing of 
a school textbook on geography. 


FEDERATION OF MALAYA AND BRITISH BORNEO 
Devhpmetu Expenditure in the Public Sector, lOol-Hi 
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1951 .£13*4 million* 

1952 .£ 7'3 million. 

which were recorded in the Malayan trade returns as imports frem U.S.A. but which were not paid for in U. S. dollars. 














CPIAPTER X 

OTHER MEIVIBERS OF THE PLAN 


Cambodia 

Cambodia is an agricultural country with a population of 4 to 
4-5 million people. Of its area (44 million acrea), approximately 
10 million acres are cultivable and about 30 million acres are forest 
land. The principal agricultural crop is rice. Production is now 
well above the pre-war level. In 1952, production totalled about 
14 million tons of which approximately 1 million tons were consum¬ 
ed in the country. Other important products include rubber and 
miscellaneous food and other agricultural commodities. Exports, 
excluding those to France, were valued at about £ 9-8 million in 
1952-53 and are expected to be approximately the same in 1953-54. 

2. Cambodia, which presented its five year development plan at 
the Karachi meeting last year has so far received no assistance from 
members of the Consultative Committee other than the United 
States. Only a limited amount of technical aid has been requested. 
Arrangements are being made to obtain an expert from Canada in 
technical education for the College Technique du Cambodge. 
Approaches have been made to Australia and Canada for equipment 
needed for public works. 

Development Programme 

As it does not have specialised technicians to prepare plans, 
Cambodia has not to date been able to revise its earlier plans so as 
to present a fully co-ordinated and balanced programme for econo¬ 
mic development. An expert has been provided to Cambodia under 
the United Nations Technical assistance programme to assist in this 
work. Nevertheless, in order to meet urgent needs in the agricul¬ 
tural field, the Government has initiated and carried out a certain 
number of projects which are designed to give prompt results. 
These projects are made for a period varying from 1 to 5 years 
according to the financial position and the external assistance avail¬ 
able. The details of the programme now being carried out are 
given at the end of this Chapter whore the amounts which the Gov¬ 
ernment is able to provide for the purposes are indicated. 

2. In addition to this programme Cambodia has prepared a 5-ycar 
programme for flood control, drainage and irrigation which it con- 
^ ers to be of very high priority for the development of the country, 
of only limited progress can be made owing to the lack 

nancial resources. This project was submitted at the March 
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1952 meeting of the Consultative Committee. As a result of U. S. 
aid it has already been possible to initiate work on this important 
project. An amount equal to £ 136,000 has been made available for 
the irrigation work of the Barai and Choeung-Presy sections of the 
programme. After allowing for the part of the programme already 
initiated it is estimated that it will cost approximately £800,000 to 
complete the Five Year Programme. The Cambodian Government 
is specially interested in additional foreign assistance to speed up 
the work on these flood control and irrigation projects. 

Laos 

Laos is an agricultural country with a population of nearly 2 
million. The basic crop is rice in addition to tobacco, coffee, cotton 
and other crops, almost all of which are for local consumption. Ex* 
ports are relatively small. 

2. In January, 1951, by Ministerial decree, a Commission was 
established to draw up a Five Year Plan. The execution of the Plan 
is entrusted to a special office for planning, the task of which is to 
co-ordinate the efforts of the various government departments. In 
the initial period it is contemplated that primary attention should be 
given to the improvement of agricultural production and communi¬ 
cations. 

For rice it is desired to improve the method of cultivation and the 
quality of seed by selecting from local seed types. Seed farms have 
already been established and a rice station is to be set up in 1954 
to experiment and demonstrate the use of machinery and equipment 
in rice cultivation. The relative shortage of manpower makes 
desirable the increased use of machinery. Much work remains to 
be done to build embankments and irrigation canals in order to en¬ 
sure better production. 

3. Coffee production has suffered greatly from plant diseases. 
The Government desires to replace existing plants by disease resis¬ 
tant varieties but work on this has not yet started. 

4. There are no railways in Laos and few of the rivers lend them¬ 
selves to transport because of numerous waterfalls. Roads tre not 
being prooerly maintained and cost of transport is very high. The 
Government contemplates a substantial programme of road and 
river transport improvement. 

5. The financial resources of Laos especially in foreign exchange 
are very limited. Financial assistance has been received from 
the United States Government for agricultural, health, forests, 
communications and education projects. For the new projects con¬ 
templated in the immediate future the types of assistance most 
urgent) ceded are agricultural machinery including tractors, disc 
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ploughs and harvesters suitable for rice cultivation and trucks, 
bulldozers and other road building equipment. 


Viet-Nam 

Viet-Nam is an agricultural country with a population of about 
25 million. 


As a result of the state of war, which has continued for the last 
8 years, military activities have prevailed in Northern and Central 
Viet Nam. In southern Viet Nam peace has permflted some im¬ 
provement in economic conditions. 

2. In order to satisfy urgent military needs and for other reasons, 
the Government has been compelled in recent years to concentrate 
on military undertakings or on those arising out of war difficulties 
rather than to reconstruct the economy, For example, all roads of 
a strategic nature have been either asphalted or widened. In order 
to assist the large number of refugees, an emergency programme 
was established to build a number of low-cost houses (824 houses 
in 1952). The railway net-work has been partly improved by in¬ 
creasing the number of wagons and locomotives and by I'cbuildfng 
bridges, tunnels and aqueducts. Supplementary equipment has 
made it possible to handle 30 per cent, more cargo in 1952 than in 

1951 in the port of Saigon. Improvements in ground installations 
and aids to navigation have made possible a greater use <.f air trans¬ 
port. Public works expenditures amounted to 324 million piasters in 

1952 and 463 million piasters in 1953. Expenditure in this field is 
expected to rise to 1,000 million piasteis in 1954. 


3. In the field of agriculture some progress has been achieved. 
For example, there has been a gradual increase in rice and rubber 
production. In 1952 rice production totalled approximately 2-6 
million tons. The 1953 rice plantings are reported to have been 
above the 1952 level and are expected to yield about 2-8 million tons. 
A start has been made in bringing- back into cultivation land that had 
tieen abandoned. From 1951 to 1953 about 67.500 acres were recover- 
ecL The Son Tay irrigation network (25,000 acres) begun in 1951 has 
operation since 1952. The Gecong network serving 28 750 
cres IS being put back into working condition. A 16 mile dyke is 

totTinn^ Mekong river. Credits 

1 ^ piasters were made available in 1953 as short 

r.r«a assist the poor farmers in cultivating their land The 

“So - — 


provemptft introduction of mining machinerv and iin- 

tons in Production increased from 500.000 

to 900,000 tons m 1952 and is expected to exceed 1 million 
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tons in 1953. The pre-war annual production was about 2-5 million 
tons. 

5. Electricity consumption increased from 180 million IC.W.H. 
in 1950 to 238 million K.W.H. in 1953 and is expected to rise to 400 
million K.W.H. in 1954. The pre-war figure was 100 million K.W.H. 

6. Investments in forests totalled 200 million piasters in 1951-52 
and 240 million piasters in 1952-53. They have resulted in a con¬ 
siderable increase in the out put of timber and timber products. 

7. Expenditures on public health, especially in connection with 
compaign against malaria, and with village health education, 
amounted to 204 million piasters in 1952 and 220 million piasters in 
1953. 

8. All the developments outlined above were financed from the 
national budget, its resources having been supplemented by U. S. 
economic aid. This is not an inconsiderable achievement when 
account is taken of the demands of Viet-Nam budget; war expenditure 
has gone up from 48 per cent, of the budget in 1951 and 58 per cent, 
in 1952, to about 65 per cent, in 1953. The budget in 1952 was rough¬ 
ly 4.600 million piastres; today it is approximately 6,000 million 
piastres*. 

9. Assistance in the form of material for public works, transport 
and radio-communication has been requested from Australia. 
Viet-Nam has accepted the Canadian offer of 6 Scholarships for 
studies in Public Health. 


CAMBODIA 

Development expenditure in the Public Sector 1951-53 (in thousands 

of piastres) 



195 * 

195* 

1953 

I. Agriculture 

General (excluding Government 

enterprises). 

Nil. 

Nil. 

NU. 

Irrigaticn (Rice). 

738 

767 

4.310(a) 

Tobacco. 

250 

250 

250 

Alaizc (Selection of seeds) 

100 

too 

156 

Kopok . 

50 

25 

30 

Animal husbandry (Purchase of 

vaccines) 

100 

IOC 

100 

Total 

1.238 

1*242 

4.846 

•60 piastres — i £. In May 19^3 the piastre 

was devalued. Tlic 

rate is now 

xoi *7 piastres i £. 


D, included in the amount of ICS 81.345.000 for the 5*Year 

Plan submit ted jn Karachi which ejn be Started onJy when the problem of finance is 
resolved. 





2. Forestry , ■ . . . 

3. Fisheries . ... . 

4 Transports 

Railways . . . . . 

' Roads and Bridges 

Harbours (Rivers) and shipping . 




Total 

Fsul and Power « 

ft 

• # 

Other Minings 

Soda] Capital 



Re^ettlemcDts 


9 • 

Housifig 



Water supply * 

4 

ft * 

Health 



Education . 

9 

Total 


8t Others 

for AgricuJtuie and Cottage 

Industry .... 


1,972 

1,600 

2>312 

36 

2SS 

*23 

6,911 

5,000 

3.637 

J 7>725 

775 

4,713 

♦ 4 

4 s 644 

2,340 

* 5.548 

23 . 3*3 

6,984 

No figures available* • 



Do. 


ft ft 

1,000 

3 >ooo 

ro^ooo 

« « 

15,000 

18,000 

201,000 

150,000 

220,000 

99 > 62 I 

*23.287 

163,636 

210,621 

289,287 

404,636 


33.567 

252.982 


22.034 

337,664 


39.857 

448,758 



Grand Total 




CHAPTER XI 


CONTRIBliTIONS TO ECONOMIC DEVELOPMENT IN SOUTH 

AND SOUTH-EAST ASIA 

As indicated in other sections of the Report the major part of 
the effort involved in the economic development programme is being 
made by each country itself, but several countries in the area have 
been helping each other, and member countries outside the area 
have been providing considerable assistance. The aid given by the 
different countries is described in the following sections. This assist¬ 
ance is generally additional to the effective contribution which 
many of these countries have made to such organisations as the 
International Bank for Reconstruction and Development and the 
United Nations Technical Assistance Programme. 


Australia 

In December, 1950, the Australian Government pledged a contri¬ 
bution of £ A31'25 million to the capital aid Programme and a con¬ 
tribution of up to £ A3’5 million to the Technical Co-operation 
Scheme. 

By the end of 1952-53, £ A13-35 million, or more than 40 per cent 
of the total Australian pledge, had already been spent or planned 
for expenditure in India, Pakistan, Ceylon, and Indonesia. 

2. During 1951-52, shipments of Australian aid consisted wholly 
of wheat and flour (valued at £ A3-7 million) for India, and flour 
(valued at £ A300,000) for Ceylon. 

3. For Pakistan, many of the manufactured items comprising the 
Australian programme of aid were defined during 1951-52 and 
virtually the whole of the planned expenditure of £ A3'7 million 
has been utilised for supplies shipped or on firm order. Some of 
the major items on order with Australian firms are diesel locomotives 
(£ A800,000), pumping equipment for the Thai Development 
Authority (£ A900,000), broadcasting and tele-communications 
equipment (£A1 million), and pipe-manufacturing plant 
(£ A200,000). 

4, At the beginning of 1953, the Pakistan Government asked for 
wheat under the Colombo Plan, to overcome a serious food shortage. 
Australia responded with a gift of £ A2 million for purchase of 
Australian wheat. 
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5. Of the total of £ A4-2 million planned for expenditure for 
India in 1951-52. £500,000 was reserved for supplies of manufactured 
goods. In 1952-33. a further amount, tentatively set at £ A2'5 million 
was intended for supply of goods of this kind. 

Proceeds of local sales of Australian wheat and flour for India 
in 1951-52 were directed by the Indian Government to the 
TuDgabhadra Multipurpose Project in Madras and Hyderabad. 
Australia agreed with India that supplies of Australian manufac¬ 
tured goods might also be directed to this project and orders have 
now been placed or are being placed in Australia for equipment 
valued at about £ A1.6 million, both for Tungabhadra and for the 
Ramangundam Thermal Project in Hyderabad. 

6. The proceeds of local sales of Australian gift wheat to Ceylon 
in 1931-52 were used to establish tuberculosis clinics. In 1952-53, 
the Ceylon Government asked Australia to supply tractors, trucks, 
and agricultural implements to help restore rice production in 
Ceylon's dry’ zone. Accordingly. 190 tractors, with agricultural 
implements and 25 heavy-duty trucks have now been supplied to a 
total value of £400.000. bringing the cumulative total of Australian 
aid to £ A700.000. 

7. After the decision of the Indonesian Government to participate 
in the plan. Australia made arrangements to supply equipment 
needed for Indonesian development projects. As a result, Australian 
tractors and trucks, valued at approximately £ A250.000. have been 
ordered and the first tractors were shipped to Indonesia in the latter 
part of 1952-53 for use in agricultural development. 

8. Australia has also agreed to make some economic development 
aid available to Viet-Nam. Cambodia and Laos. The problem of 
fitting needs to Australian availabilities is now being examined. 

Technical Co-operation Scheme 

9. There has been a considerable increase in the number of 
awards to trainees, offering a wide range of facilities and access to 
special skills. There has been some evidence of a greater interest 
u» courses offering practical experience rather than formal academic 
qualifications, and some recognition of the importance of vocational 
and technical training. A special development has been the further 
extension of facilities for group training in such fields as public 
administration, social services, and food technology. The number of 
persons received under both group and individual programmes 
amounted on 30th September. 1953 to 405. 

^ 10. It has not been possible fully to meet the demand of countries 
m the area for experts asked for under the Technical Co-operation 

UofB^xo 
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Schemes, although 23 have been supplied since the period covered 
by the last report. 

11. The Australian Government is planning to spend up to 
£ Al-25 million on the provision of equipment under the Scheme. 
During the last year, this aspect of the Scheme has gathered 
momentum and. it is expected that it will be possible to supply ^ 
increasing volume of technical, scientific and educational material 
to countries in the area. 


12. To date. Australia has supplied about £ AlO.OOO worth cf 
equipment to Ceylon, consisting of instructional films, text-books, 
educational material and a building for an Art School. In addition, 
it has been agreed to supply another £ A21.000 for equipment for 
wood and metal working Schools and the publication of an illustrat¬ 
ed book on the fish fauna of Ceylon. 

13. For India, about £ A11.500 has been spent in supplying wool 
testing equipment and mobile cinema vans. In addition, considera¬ 
tion is at present being given to the supply of a wide range of equip* 
ment for technical institutions. 


14. More than £ All.OOO worth of technical equipment has been 
sent to Pakistan, consisting mainly of equipment for the Thai Live¬ 
stock Development and Research Farm. Co-operation 
Canada, New Zealand, and Australia for assistance to the Thai Farm 
has been continued in the past eighteen months. Aid which consists 
not only in provision of equipment, but also in provision of experts 
is co-ordinated through a joint committee which meets at intervals in 

Australia. 


15 Malaya and British Borneo have received equipment to the 
value of approximately £ A7.000 in the form of educational matenal 
and a library grant to the University of Malaya. A further £ A21,000 
has been committed for equipping technical training institutions and 

a pathological laboratory. 


Future Aid 

16 The lines of Australian aid under both the capital aid pi^ 
gramme and the Technical Co-operation Scheme are now fairly well- 

established. 

Under the capital aid programme, it is intended that Australian 
assistance should continue to take the form of Australian njanufac- 
tured goods which can be applied directly to economic development 
prolfc^ in Asian countries. It is hoped that, under the Technical 
Co-operation Scheme a greater amount of expenditure than at prese 
will gradually be made on equipment although assistance m 
of training and provision of experts will be continued in accordance 

with requests received from Asian Governments. 
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Canada 

Canada has so far made available to the countries of South and 
South-East Asia through the Colombo Plan, in a series of annual 
parliamentary votes, a total of approximately $76 G million. Of this 
amount $75 million was for economic assistance and about $1‘6 million 
for technical assistance. In order to facilitate effective planning and 
execution, the Canadian parliament this ycai agreed to tiie carrying 
over of unexpended Colombo Plan monies from year to year. 

Capital Aid 

2. Canada has provided assistance to India, Pakistan and Ceylon in 
accordance with a general Statement of Principles agreed with each 
of these Governments. These principles envisage the provision of 
aid in the form of goods and services related to specific development 
programmes. Assistance may be on either a grant or a loan basis, 
depending on the nature of the project, but so far all capital assist¬ 
ance has been by way of grants. If the goods supplied by Canada 
OD grant basis are sold by the receiving government, counterpart 
funds are set aside in the national currency to finance local costs of 
such specific development projects as may be agreed upon fciy the 
two governments. Although in particular cases the exact amounts of 
counterpart funds may be subject to discussion, they will normally be 
equivalent to the expenditure made by the Canadian government. 

3. In providing aid to these countries, Canada recognises that they 
are generally in the best position to know their own needs and it is 
therefore left to their initiative to propose projects for Canadian aid. 
When deciding which projects should be accepted, the Canadian 
authorities take into account both the contribution which the parti¬ 
cular project is likely to make to basic economic development and 
also the extent to which the required goods and services can be 
supplied from Canada. In practice the Canadian contribution has 
included commodities as well as equipment. While most of the goods 
and services provided have been of Canadian origin, some have been 
procured from outside sources when necessary to complete a predomi¬ 
nantly Canadian portion of a project. The principal projects so far 
assisted have been in the fields of food production, transportation and 
public utilities. 

4. In the first year of the Colombo Plan, the Canadian contribution 
of $25 million was divided between India and Pakistan, with $15 
million allocated to India and $10 million to Pakistan. In 1952-53. 

ylon was included in the Canadian programme and provision was 
made for about $2 million of aid to that country with the remaining 

ds to be allotted to India and Pakistan in the light of programmes 
uggested by those governments. It would appear that approximately 
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$13-7 million will be devoted to projects in India and approximately 
$9'3 million to Pakistan. Plans for the use of the funds appropriated 
in 1953-54 are well advanced. 

Any assistance which Canada might provide to other countries of 
the area would presumably be supplied on a basis similar to that 
used in the cases of India. Pakistan and Ceylon. 

India 

5. In view of the serious food shortage in India during the first 
two years, the Canadian programme included $10 million for wheat 
in 1951-52 and $5 million for the same purpose in 1952-53. Of the 
resulting counterpart funds it has so far been agreed that $10 million 
will be used for the irrigation and hydro-electric project at 
Mayurakshi. This contribution to local construction costs will supple¬ 
ment the $3 million of Candian Colombo Plan funds earmarked for 
the provision and installation of hydro-electric equipment from 
Canada at this site. Since this equipment is being transferred by 
the Government of India as a loan to the project, it will in turn yield 
counterpart funds over a period of years. 

6. Another project assisted by Canada, has been the modernization 
and expansion of the Bombay State transport system. Trucks, buses, 
tractors, and trailers, as well as a considerable quantity of tools and 
spare parts have been supplied out of the $4 5 million allocated for 
the project. This equipment is being transferred by the Government 
of India on a loan basis and will therefore produce counterpart funds 
in due course. 

7. In the field of transportation Canada has also agreed to supply 
a number of boilers for installation in locomotives manufactured at 
Chittaranjan. Canada’s assistance to this project, which is expected 
to be between $1-3 million and $2 08 million, will also generate 
counterpart funds. 

8. It is anticipated that agreement will shortly be reached on an 
additional programme of capital assistance to be financed from funds 
carried forward from 1952-53 and funds voted for the current fiscal 
year. This programme may include industrial materials as well as 
locomotives and other equipment from Canada. 

Pakistan 

9. Canadian assistance to Pakistan has included $5'5 million for 
a cement plant in the Thai Development area, the output of which 
will be used for re-settlement housing and the lining of irrigation 
canals. Canada has also joined with the Governments of Pakistan. 
Australia and New Zealand in establishing a model livestock farm in 
the same area and will contribute machinery to the value of approxi¬ 
mately $200,000. 
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10. During the second year Canada undertook the financing of 
an aerial resources survey of Pakistan at an estimated cost of 
$2 million. The photograpliic part of this survey is almost completed 
and Canada has agreed to an extension of the project at a maximum 
cost of $1 million to cover tiie remainder of West Pakistan. In tiip 
extended survey, emphasis is being placed on agricultural 
potentialities. 

11. In connection with the rehabilitation and modernization of the 
railway system now proceeding with assistance from the Inter¬ 
national Bank, Canada is contributing $2'8 million worth of railway 
sleepers. 

Three Beaver Aircraft, fitted with dusting and spraying equip¬ 
ment are being supplied at a cost of $178,000 to assist in controlling 
the locust pest in Pakistan. * 


12. In view of the serious food shortage in Pakistan, the Canadian 
Government agreed that a total of $10 million of Colombo Plan funds 
should be used for the provision of wheat with the understanding 
that an equivalent amount of counterpart funds would be set aside 
by the Pakistan Government for development purposes. For half of 
this amount Colombo Plan funds were used initially as a means of 
temporary financing and it is the intention of the Canadian Govern¬ 
ment to ask Parliament at the next session to replace these funds 
for additional Colombo Plan axpenditur^s. 


13. So far Canada has earmarked $3-4 million for the purchase of 
hydro-electric and related equipment for the Warsak Dam. Canada 
may also provide consulting engineering services and certain light 
construction equipment for this project. Moreover, some portion of 

the counterpart funds generated from the supply of wheat may be 
used to meet local costs. 


projects are being examined, agreement has 

reached on the projects to be assisted from Colombo 
Plan funds voted in 1953-54. 


Cej/Ion 

a programme included $1 million made available for 

electri,>*i? development project, and $600,000 for the 

electricity transmission system in the Gal Oya area. 

reacLd^nn*' agreement has been 

ing twt h" specific projects, totalling $1-785 million includ- 

rorthot*“rragricultural mainlen- 
for draina^r ® number of pumpmg sets, a well boring machine 

rae and thl *^'i'*gation purposes, a rural road building program¬ 

me and the constructmg and equipment of a polytechnic 
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The local costs involved in rural road construction and in the build¬ 
ing of the polytechnic institute will be met from counterpart funds 
arising from the sale of flour supplied by Canada. The transfer of 
the diesel locomotives will also create counterpart funds. In addi¬ 
tion to these specific items, the Canadian Government has agreed in 
principle to the provision of further assistance for the fisheries pilot 
project and for pest control. 

17. Technical Co-operation.—There has been an intimate rela¬ 
tionship between Canadian technical and capital assistance. In 
many cases, technical assistance supplied by Canada has given rise 
to capital projects while in other cases, capital projects which 
Canada was assisting have entailed the provision of technical ad¬ 
vice and training from Canada. Thus aid so far given to the fisher¬ 
ies project in Ceylon was in part based upon advice and recom¬ 
mendations made to the Government of Ceylon by a Canadian fish¬ 
eries expert. In connection with this project and other capital assist¬ 
ance projects such as the cement plant, the aerial resources survey 
and the Thai Development Farm in Pakistan, training is being ar¬ 
ranged for personnel from the area. Although some distinction is 
maintained between capital and technical assistance activities, the 
funds made available by the Canadian Parliament for the two pur¬ 
poses are now covered by a single vote. 

18. In view of the importance of an increase in training facili¬ 
ties in the area for farmers, foremen and other skilled or semi¬ 
skilled workers, several proposals for the provision of training equip¬ 
ment from Canadian Colombo Plan funds are under study. In addi¬ 
tion to the decision to provide a polytechnic institute for Ceylon as 
part of the capital assistance programme, agreement has also been 
reached on the supply of some $15,000 worth of equipment for the 
Agricultural Faculty of the University of Ceylon. The Government 
of Canada has also agreed to provide funds for the construction, 
equipment and maintenance of field stations in India and Pakistan 
to do experimental work on the biological control of insect and plant 
pests. 

19. From 1950 to the end of June 1953, Canada provided training 
facilities for 116 fellows and scholars from countries participating 
in the Technical Co-operation Scheme in a large number of fields, 
among thorn aviation, business and public administration, co-opera¬ 
tive marketing and film production. Special emphasis has, however, 
been placed on training in agriculture, medicine and engineering. 
Officials from India. Pakistan and Ceylon have come to Canada on 
technical missions to study developments in medicine, agriculture, 
highway and bridge construction and hydro-electric power. A train¬ 
ing programme was given in Canada over a five month period to U 
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junior administrative officers from the Pakistan civil service. Follow- 
ingon the visit of a medical mission, training is now being provided 
for 20 Indian doctors and nurses. With the co-operation of W.H.O., 
active consideration is being given to the provision of training faci¬ 
lities for trainees from Thailand in public health and medicine. 
Some 20 Canadian experts have been appointed to Commonwealth 
countries in the area and arrangements are being made to recruit a 
technical education expert to head the Technical School in Cam¬ 
bodia. In connection with projects being considered for capital as¬ 
sistance. engineering experts have been sent to India, Pakistan and 
Ceylon while a visiting Canadian team has explored the feasibility 
of extending assistance relating to co-operative and agriculture. 

CEYLON 

Fellowships for training in co-operative work were offered to 
the countries in the area. So far arrangements have been made for 
the training of 8 persons from Nepal. Indonesia and Malaya. A 
training centre for rural development work has just been complet¬ 
ed with a part of Ceylon’s contribution to the Technical Co-opera¬ 
tion Scheme. It is proposed to offer several fellowships to the area 
very shortly. A part of Ceylon’s contribution to the Technical Co¬ 
operation Scheme is also being used to finance the building of a 
training school for nurses in anli-tuberculosis work. Scholarships 

will be offered to the countries in the area as soon as the training 
school is ready. 

2. Ceylon has also provided facilities for the training of fellows 

and scholars placed in Cevlon from various parts of the world by 

the United Nations and its Specialised Agencies. So far 16 such 

fellows have received training in various fields in Cevlon. 

% 


INDIA 

development. India has so far made avail- 
^le Rs. 20 million to Nepal. Of this sum. Rs. 10 million is being 
^ent on road and air communication between Nepal and India; 

minor irrigation works and another sum of Rs. 5 

In survey of the whole of Nepal. 

, ® j surveys for internal communications in Nepal have 

been ^dertaken at a cost of Rs. 100,000. The Government of India 

cJ /u*^®** consideration the extent to which additional finan- 

ment to assistance will be needed by the Nepal Govern¬ 

ment to execute these projects. 

have technical co-operation, the Government of India 

varimif i ^ nominees from the countries of the region 

training facilities at its engineering institutions, research 
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institutes for under-graduate and post-graduate studies, and prac¬ 
tical training in railways and posts and telegraphs and other s imilar 
organisations. Fifty-five scholarships were offered in 1952-53 and 
22 so far this year. 

3. Sixteen candidates from Nepal have already been trained at 
the post and telegraph centre at Sharanpur. A few Officers from 
Nepal Government are due to arrive for training. Apart from this, 
arrangements are being made for about 70 to 80 candidates from 
Nepal both for under-graduate and post-graduate studies in the field 
of Communication, Health, Agriculture, Education and Research in 
various subjects. 

4. India has been offering fellowships for each Semester of the 
International Statistical Education Centre at Calcutta. Up till now 
there have been six Semesters attended by 70 nominees from all 
other countries of the area. 

5. Training facilities have also been provided for a number of 
candidates from Ceylon in such subjects as sugar technology, cus¬ 
toms, rural radio programmes and surveys. 

6. Three experts have been provided to Ceylon; one to advise on 
the iron and steel project, another to advise on Sericulture and a 
third as Chief Irrigation Engineer to the Gal Oya Project. Further 
requests are under consideration. 


MALAYA 

During recent months, the Malayan Governments, in partner¬ 
ship with the United Kingdom Government, have begun to make 
their contribution to the Technical Co-operation Programme. m 
1952 Indonesian Trade Union officials visited Malaya. A broad¬ 
caster from Ceylon is now gaining experience with Radio Malaya 
and will bo followed by three others. An agricultural officer from 
India is studying all aspects of the production of areca nuts m 
Malaya, and a tour by a Burmese officer who wishes to study the 
planting problems of rubber smallholders may take place later in 
the year. The Singapore Government has made an offer ^ough 
the Bureau for Technical Co-operation of training facilities m 
Timber grading. Customs and Excise work, general labour adminis¬ 
tration. Architecture. Town-Planning and Housing and Estate 
Management. The Vice-Chancellor of the University of Malaya has 
visited Ceylon to discuss certain planning problems. Other ways in 
which assistance may be jointly offered by the United Kingdom and 
these territories are now under consideration. 
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PAKISTAN 

Pakistan gave to Australia thirty heads of cattle for breeding pur¬ 
poses in new Guinea at a cost of Rs. 11,300. 

2. Two fellowships have been given to Ceylon in the field of 
vegetable oil technology'. 

4 

3. A general offer to provide training facilities in air traffic con¬ 
trol was made, and Malaya has received two fellowships in the 
.same field. 

4. The Council for Technical Co-operation has been infonned 
that Pakistan is prepared to provide training facilities for nine per¬ 
sons annually for throe years in ceramics, leather manufacture and 
textile technology (including jute) at the Monotechnics in East 
Bengal. 


NEW ZEALAND 

The New Zealand Government has agreed to pro\'ide £3 million 
in capital assistance over the first three years of the Colombo Plan. 
In the first year, £750,000 was transferred. Of this sum India. Paki- 
sUn and Ceylon each received £250,000. In the second year a 
^rther £500,000 was transferred, half to Pakistan, the other half to 
Ceylon. In addition, a further £1,128,000 has been set aside for 
specific projects in India (£750,000), Pakistan (£250,000) and Indo¬ 
nesia (£128,000). Thus, early in the third year of the Plan, £2,378,000 
«f the £3 million which New Zealand has pledged to contribute 

over three years has been transferred or earmarked for specific 
projects. ^ 


New Zealand grant of £250.000 is helping to meet 

me cost of constructing the All-India Medical Institute For the 
^me project, a further £750,000 has been set aside, to be paid over 
IS made in the construction of the institute. Plans for 

volved^diil tT improved. This in- 

■GovernmJnfProgress is now being made. The Indian 

mated in Jll construction costs, esii- 

tute wil- m million, as well as recurring costs. The Insti- 

jTZ ® preventive medicine 

tdriVurnra':"’pos^gradu,:;: 

students and research workers from the whole of India. 

^ purch^^tlT; Srant of £250,000 was used 

and sIm i • earth-moving equipment for the Nari- 

^ge pan oTThfs Northern Baluchistan. A 

The second V ! has now been delivered in Pakistan. 

=*«MofF_ri ^ ^ was given to meet the cost 
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of purchasing overseas equipment to establish a cement factory in 
Hyderabad, in the province of Sind. Orders for a substantial part 
of this equipment have now been placed and negotiations are pro¬ 
ceeding for the transfer of the further £250,000 which New Zealand 
has promised for the project. The cement produced by the factory 
will be used primarily to line irrigation canals emanating from the 
Lower Sind Barrage. The irrigated area will be suitable for both 
food and cash crops; processing industries will be developed and 
the construction of factory buildings, as well as housing, will pro¬ 
vide a further demand for cement. 

4. Ceylon has received two grants of £250.000 each. Both grants 
have been used to meet the capital cost of extending laboratories 
and other buildings and to provide modern equipment for a dry- 
farming research station at Maha Illuppallama. Overseas orders 
have been placed for most of the building materials and equipment 
required and the greater part has already been received in Ceylon. 
The “dry” zone of Ceylon occupies about two-thirds of its area but 
is mainly a waste of scrub jungle. Irrigation is possible only to a 
limited extent, because of the undulating nature of the country and 
the absence of any large river flowing all the year round. The task 
of the dry-farming research station is to explore all possible ways 
of making the “dry” zone productive. This includes an extensive- 
study of soils, water resources and new agricultural methods. 

5. The Indonesian Government has accepted an offer of capital 
assistance, and negotiations are proceeding to apply a grant of 
£128.000 to meet the capital cost of establishing a trade-training 
centre at Malang. New Zealand also expects to provide supple¬ 
mentary technical assistance for this project. 

6. All the contributions of capital assistance by New Zealand have- 
been by way of grants, given without condition except that the 
funds are applied to agreed projects accorded a high priority in the 
economic development programme of the recipient country. Pro¬ 
gress reports and audited statements of expenditure are the only 
further requirement. 

7. In the field of technical co-operation. New Zealand is adopting' 
a policy of granting assistance in those fields, where the structure 
of New Zealand's economy provides the widest experience. This 
economy is based very largely on the agriculture of a temperate 
climate, New Zealand, having little experience of. say, tropical api¬ 
culture or heavy industry, two of the important fields in which 
the countries of South and South-East Asia require technical assis¬ 
tance to develop their resources. In response to the wide range of 
requests received, however, it has been found that New Zealand can 
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provide valued assistance in numerous fields of activity. For in¬ 
stance, up to the present, some 140 people have come to New Zealand 
for coui'ses of training and their courses have included study in road 
and railway engineering, transport, education, public health, rnedi- 
cine, dental nursing, public administration, coal mining, animal 
husbandry, soil science, dairy technolog>', horticulture, pasture 
management and agricultural extension. Moreover, the 20 New 
Zealand experts provided to India. Pakistan, North Borneo and 
Malaya have rendered service in the fields of public health nursing, 
education, agriculture, road engineering, cost accounting and insu¬ 
rance. Apart from the provision of experts and coui'ses of training, 
New Zealand is also providing equipment under the technical co¬ 
operation scheme but the New Zealand contribution in this respect 
has so far been comparatively small. 

8. While each technical co-operation project is judged on its own 
merits. New Zealand, in principle, has a preference for training 
within the area, for experts to be employed partly at least in train¬ 
ing local personnel, for equipment to be supplied in conjunction 
with the services of experts, and for the combination of technical 
and financial aid. New Zealand also recognises the importance of 
training at the level required for middle-grade workers and techni¬ 
cians. Again, New Zealand believes that the technical co-operation 
scheme could be made more effective by fuller collaboration, where 
appropriate with the United Nations and Specialized Agencies, in 
their technical assistance operations in the area. 


9. The extent to which it has been possible to observe these prin¬ 
ciples has of course been affected by the nature of requests for as¬ 
sistance. Many of the requests have not come within the frame 


work of these principles but they have nevertheless other merits 
and New Zealand has accordingly given assistance. There is a 
growing number of cases, however, in which it has been possible to 
observe these principles. In Pakistan, for instance. New Zealand, 
with Australia and Canada, is assisting in the establishment of the 
Thai Farm and is combining the provision of experts, as well as 
traimng m New Zealand, with supply of equipment. Similarly, in 
Den^’ Zealand is assisting in the establishment of a School 
Dental Service by combining the provision of experts, as well as 
gaming m New Zealand, with the supply of equipment For 
Malaya New Zealand has undertaken the training of eight trade 

sir " 

ed rattempf Zealand has also^’^ffer^ 
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equipped. In conjunction with financial aid to Indonesia for the 
capital and equipment costs of a trade training centre in Sourabaya, 
New Zealand, in consultation with I.L.O., has undertaken to con¬ 
sider the recruitment of qualified teaching staff both for the training 
centre and for an instructors’ training centre at Bandung. 

10. New Zealand has agreed to contribute technical aid costing 
up to £400,000 under the Technical Co-operation Scheme. Some 
£120,000 of this amount has now been spent and there were actual 
commitments at 30th June, 1953, for the expenditure of a further 
£80,000. Thus aid to the value of £200,000, or half the original sum 
specified, has now been spent or committed. 

UNITED KINGDOM 

The United Kingdom has continued fully to support the efforts of 
countries of South and South-East Asia to develop their economies 
and raise the standard of living of their people. 

The release of sterling balances to India, Pakistan and Ceylon 
has been continued in accordance with the agreements concluded 
within 1950/51. Approximately £42 million per annum of sterling 
has been, and will continue to be. made available over the six years 
of the Plan; the rate at which it is spent depends upon the economic 
circumstances of the countries concerned and the policies adopted 
by their Governments. 

2. At the Commonwealth Prime Ministers* Conference held in 
London at the end of 1952 the United Kingdom Government an¬ 
nounced its intention to maintain and increase the flow of capital 
for commonwealth development. As a means of carrying out this 
policy— 

(a) a Commonwealth Development Finance Company has 

been set up in London to provide independent assistance 
to sound projects within the Commonwealth; and 

(b) agreement has also been reached with the International 

Bank for Reconstruction and Development on the pro¬ 
cedure whereby the United Kingdom should make 
available up to £6ff million over a period of six years, 
out of its capital subscription to the Bank, for loans for 
projects in Commonwealth countries of the sterling 
area in order to advance Commonwealth development. 

The United Kingdom Government, before making the finance 
available will wish to be sure that the project it is supporting will 
contribute to the economic strength of the sterling area, that the 
borrowing country is itself devoting an adequate part of its resour¬ 
ces to investment designed to improve the sterling area’s balance 
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of payments, and is ready to make a sufTicient contribution towards 
the particular scheme in question to ensure that there is a common 
interest in carr>'ing it through as efficiently and economically as pos¬ 
sible. In this connection the United Kingdom Government has 
offered to make available tS million of the £60 million referred to 
above for loan by the International Bank to assist two projects. 

3. The United Kingdom extended to Pakistan a £10 million credit 
repayable over a period of ten years for the purchase of equipment 
in the United Kingdom for schemes directly or indirectly contributing 
to agricultural production at a time when Pakistan’s balance of pay- 
merits position was unfavourable. 

4. The United Kingdom outlay and commitments for rehabilitation 
and development in the Federation of Malaya. Singapore, Sarawak 
and North Borneo now amount to some £65 million, of which approxi¬ 
mately £11 million were actually spent in the period 1952-53. 


5. The United Kingdom is a major source of supply for the area’s 
imports of engineering products, and the year 1952 saw a pronounced 
improvement in the supply position for steel and other non-ferrous 
metals and capital equipment as compared with that described in the 
^nual Report. This improvement became increasingly mark¬ 
ed as the year advanced. The improvement was due to three develoD- 
ments First the supply of steel and other metals began 
to catch up with demand. In the United Kingdom new steel capacity 
Tf Secondly, some of the most pressing 

fi!. had been met. Thirdly 

equipment had been re- 
Si^t operation of new plant for producing this 

Sm!nc ; f developments taken together meant that the 

equipment to secure much needed 
! ^ improvement was not 

s"JS when they 

current delivery dates, were still being fulfilled, but for 

isnowi^TiosTr" United Kingdom 

in thn<!*» ® position to meet demands without undue delay Even 

overcome ^®*ays have been les^ easy to 

position from tharobtarn" ^ improvement in the production 

•^es to snecial m ^ ® months ago; this is due in some 

material remedy the difficulties. With 

should progressivley easier this improvement 

ommue with corresponding benefit to deliveries. 

imporl^ce^to^^eefijr^^^ continued to attach the maximum 

technical Colombo Plan countries for 

assistance under the Technical Co-operation Scheme. Fully 
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subscribing to the belief, which has been endorsed both by the Con¬ 
sultative Committee and the Council for Technical Co-operation, that 
one of the most effective means of meeting the shortage of skilled 
manpower in Asia is the establishment and expansion of training 
facilities in the area, the United Kingdom has devoted particular 
attention to supplying technical equipment for training and research 
institutes. The United Kingdom has concluded, or is in the process of 
concluding, agreements for the supply of equipment for individual 
projects valued at over £700,000, while other requests estimated to 
cost some £300,000 are under examination. For example, in Pakistan 
steps are being taken to supply equipment from the United Kingdom 
for a cotton textile training centre at an estimated cost of about 
£140.000 and also equipment for a laboratory to serve as a nucleus for 
the Department of Scientific and Industrial Research laboratories 
(estimated cost £82.000). In India the United Kingdom has agreed 
to supply equipment to the value of some £25,000 to the Patel Chest 
Institute. Delhi, and various extensive requests are also being met 
for the supply of books and equipment for industrial and scientific 
research institutes. In Ceylon, equipment, is being supplied for 
handicrafts in secondary schools, to the Forest Department Research 
Laboratory, and to a number of other training and research establish¬ 
ments. For Burma, it has been agi'eed to supply equipment for an 
electroplating demonstration and trainfng project; and it has been 
agreed in principle to supply Indonesia with teaching equipment at 
a total cost of over £25,000 for the Central Science Teaching Centre, 
Bandung, and for two other teacher training centres at Djogjakarta 
and Surabaya. 

7. In the field of technical training, every effort has been made to 
arrange special facilities to meet the needs of individual technicians 
or administrators nominated for training in industry, medicine, re¬ 
search etc. Up to the end of June 1953 arrangements had been con¬ 
cluded for just under 400 trainees in the United Kingdom. These 
arrangements covered training in coal mining, the iron and steel 
industry, power engineering, cotton textiles, labour administration, 
dairy, husbandry and telecommunications. 

8. By June 1953 the United Kingdom had offered the ser\aces of 
110 technical experts covering a wide range of subjects. They 
included, among many others, such diverse experts as engineers for 
large irrigation and hydro-electric projects in India, an expert on 
education to advise the Government of India on secondary education, 
and a consultant to advise the Pakistan Government on the moderni¬ 
sation of their Telecommunication Training Establishment; » 
sion was also sent to advise the pharmaceutical industry in 

on the use of indigenous drugs, and another to report on the ne 
of the Pakistan textile industry. Ceylon has been supplied witn. 
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.^mong, others, experts lo advise on the re-organisation of the Irriga¬ 
tion Department; in the health ser\’ice5 field one thoracic surgery 
team from the United Kingdom has alieady visited Ceylon, and a 
.second team has just left for Ceylon. Offers have also been made 
^>f the services of firms of consultants for specific projects, and nego¬ 
tiations are reaching the stage of completion with the Indian Govern¬ 
ment for the provision of a team of consultants to carry out an exten- 
.sive survey of the telegraphic system at present in operation in India, 
with (he object of completely replanning and extending it. 

UNITED STATES 

United States technical and economic aid for countries in South 
and South-East Asia on a grant basis amounted to about $ 138 million 
in fiscal 1952 and $ 132 million in fiscal 1953. Appropriations avail¬ 
able for use in these countries during 1954 amount to about $ 160 
mUlion for such aid*. United Slates grant aid for South and South- 
East Asian countries for which provision was made in the fiscal years 
1952 and 1953 combined was as follows (million of dollars); Asso¬ 
ciated States of Cambodia. Loas and Viet-Nam 48,5; Burma 20.9t; India 
971; Indonesia 13.2; Nepal 0.7; Pakistan 22.7; the Philippines 51.7; 
Thailand 1-3-5; regional programmes O S; total 269 1. 

2. In addition, the United States has over the two year period 
met threatening famine conditions in India and Pakistan'with aid in 

u purchase of wheat amounting to 

•about $ 300 mUhon. To a great extent, local currency proceeds from 
the provision of this wheat, have or will become available for use in 
■economic development projects. 


3. T^he United States Export-Import Bank in the past three fiscal 

n!!.7 agreements totalling $ 69.2 million to Indo- 

To thP pJ ^ utilised) and $ 20 million 

to the Philippines, largely for self-liquidating projects. 

States programmes in Colombo Plan countries in the 

anTm^eir appropriate technical services 

tries to Y available and are desired by these coun- 

SSmie tfi development programmes. Hence, for 

reflect on agriculture in United States programmes 

problem of and priority which these nations attach to the 

P ODiem of providing sufficient food for their people. Similarly. 


^ ofadminiiCraiivc expemc. entailed in the 

figuregiven ln*Cha«er*^nf includef onf*'ld be made, whereas the 

1953. P includes only delireties completed by June, 30 



116 


United States assistance in the field of general education, technical 
training, health, industry, forestry, and mineral development has 
taken the form of participation on a co-operative basis in projects 
planned by these nations to make effective use of their human and 
material resources. 

5. A brief summary of some of the salient features of U.S. bilateral 
programmes in the Asian countries participating in the Colombo Plan, 
appears below. 

6. In the Associated States of Cambodia, Loas and Viet-Nam, the 
United States programme of technical and economic assistance has 
provided help in the resettlement of refugees and in increasing agri¬ 
cultural production, and in support to the governments efforts to 
provide adequate Public Services. In addition the United States is 
co-operating in the Associated States’ campaigns against illiteracy and 
with the local public health authorities’ campaigns to extend protec¬ 
tion against malaria and to provide rural first-aid dispensaries and 
safe drinking water. In the field of public works aid has been given 
in improving port and harbour facilities, highways, housing and urban 
water supply. 

7. While a decision to terminate the United States aid programme 
for Burma was taken by the Burmese Government early in 1953, by 
mutual agreement aid is continuing on certain projects which were 
under way at that time. Assistance has been principally in the fields 
of agriculture, health and education and in the rehabilitation of war- 
damaged facilities. In addition an economic and engineering survey 
incorporating recommendations for development plans has been pre¬ 
pared, under contract, for the Burmese Government. 

8. The United States programme in India is directed in large part 
towards increasing agricultural productivity through such activities 
as providing technical advisory services and materials for India’s Com¬ 
munity Development Programme inaugurated in October 1952. Size¬ 
able quantities of chemic^fertilisers and steel for the local manu¬ 
facture of farm tools have been provided in conjunction with this 
programme. In addition, programme funds have been devoted to 
irrigation projects planned and executed by the Government of India 
e.g. the drilling of tubewells and the construction of multi-purpose 
dams. Technical specialists have been furnished to textile, engineer¬ 
ing, chemical and cottage industries and support has been given to 
training programmes of the Government of India. 

9. U.S. programmes in Indonesia were devoted to co-operating 
in the expansion of food production by irrigation works, improve¬ 
ment of corn seed varieties, importation and distribution of chemical 
fertilizers and agricultural tools, malaria control, the introduction of 
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mechanized fishing methods, and the provision of equipment and 
technical advisory services in the field of small industry develop¬ 
ment. Under the 1951—53 progtammes, an American engineering 

firm, under contract assisted in the fields of public utilities and indus¬ 
trial development. 

10. A major objective of U.S. programmes in Nepal is to assist in 
the training and employment of village workers who can bring im¬ 
proved techniques to the cultivators and help them in making best 
use of the irrigation water and improved tools made available to 
them. U.S. technical advisory services are being provided to help 
carry forward the drilling of lubowells to irrigate some 8 000 acres 
and to assist in combating malaria and to further the development 
of Nepal’s mineral deposits. 

11. In the Pakistan programme major emphasis has been placed 
on food production, mcluding increased use of fertilizers. Under the 

programme for the fiscal year 1953, 75,000 tons of 
mificial fertdizer were provided to Pakistan for demonstration our- 
poses, thereby not only adding about 180.000 tons of food grains to 

crop production but also demonstrating to farmers the use and value 
of c^hemical fertilizer. The United States is providing the foreign 

constructed under co^ 
tract at Daud-Khel and is furnishing technicians and equipment for 

the viUage Agricultural-Industrial Development Programme. 

of the United States in the Consultative Com 
S conceived national developmental 

Consultative Committee of the plans themseWes 
Wa of what needs to be done to execute them. 

area tn » 1, ^ ^ supplant the efforts of the countries of the- 

Govemr^enrha progress. Accordingly the United States 

ed Droieet to supply those components of specific select 

piety 

grammes* is*^on^^e"h goods and material for the assistance pro- 
arrangements tenders. The flexibility of these 

Plan Lea possible procurement within the Colombo 

ment. member countries in terms of trade and employ- 
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13 Increasingly there is evidence of more intensive effort by the 
governments of South and South-East Asia, in co-operation with pri- 
vate business, to construct and establish a climate for private invest¬ 
ment favourable to the long-term growth of business and industry. 
It is the policy of the United States, in cooperation with the govern¬ 
ments of these countries, to encourage their efforts to foster private 
initiative and competition and to improve technical efficiency. Clear- 
Iv for the achievement of these ends private foreign investment, 
including .American investment, has a contribution to make to the 
economic 5>lr0ngth of these countiies. 


14. Private investment from the United SUtes in enterprises in 
South and South-East Asia has made a continuing contribution to the 
industrial progress of the area for many years. By 1950 U.S. private 
direct investments in this area had a book value of over $ 250 millions. 
Of this more than one-half was concentrated in the Philippines, and 
investments in India and Indonesia combined amounted to about one- 
third Approximately one-third were in the petroleum industry and 
one-fifth in manufacturing. U.S. private investment in the area is 
continuing at a moderate level under encouragement in each case by 
the individual government concerned. 

15 The contribution of the United States to the Colombo Plan 
countries is. however, not limited to the efforts of the United Sta^ 
Government and private American businessmen. Effective 
programmes of assistance have been undertaken by the Ford Founda¬ 
tion the Rockefeller Foundation and other private organization^ 
Their combined efforts have contributed to progress m comjnunity 
development, secondary and higher education, and public health and 

medical care. Such aid. privately given by the ^ 

further evidence of their good will for the peoples of South and 

:South-East Asia. 



CHAPTER XII 
CONCLUSIONS 

1. The Original Objectives 

1. The original Colombo Plan programmes were laid down for 
ihesix year period 1951-57. One third of that period has now e'apsed 
.and it is possible to look back and to take stock of the distance which 
has been travelled along the path laid down in 1950. The First 
Annual Report was careful to emphasise that large scale projects 
take several years before they are completed and that the full bene- 
its could not be expected until 1957 and afterwards; but the Report 
was able to record some visible signs of progress. 

2. The 1950 programmes laid emphasis on three main fields of 
•development: agriculture, power, and communications. As the pre¬ 
ceding chapters have shown, the programmes have undergone, since 
1950, extensive revision in detail to meet changing economic condi¬ 
tions; but the general structure still remains, and viewed from the 
vantage point of 1953 the original objectives seem to liave been con¬ 
ceived on the right lines. In the 1950 Report the Commonwealth 
countries in the area looked forward to achieving by 1957 such re¬ 
sults as 13 million more acres of land under cultivation. 6 million 
more tons of food grains produced annually, 13 million more acres 
of land under irrigation, and 11 million more kilowatts of generat¬ 
ing capacity. The full achievement of these programmes would, 
it was realised, given the high rate of population growth and the 
inadequacy of savings and capital investment, do little more than 
hold the existing position; but their progressive execution w-ould 
increase national income and with it the yield from taxation and 
the volume of savings. Thus the way w'ould be prepared for an 
accelerated programme of development. 

3. The desirability of maintaining, and if possible of increasing, 
the present tempo of development is beyond dispute. Standards of 
living are still very low. But even to maintain present standards a 
continued increase in total output is required, for the population of 
the area which is already beUveen 600 and 700 millions, is growing 

the rate of about 8 millions a year. 

2. The Progress Achieved 

4. At the present time the programmes of the Colombo Plan 
■countries may be considered as having generally passed out of the 
stage of preparation and into that of execution. In some of the 
<>riginal country programmes, of course, a number of projects \ver“ 
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already under way when the Plan was launched. But it is broadly 

true that the programmes are onls- now reaching the stage where 

tangible returns on any considerable scale can reasonably be looked 
for. 

5. Clearly the pressing need is to produce more food, both by 
opening up new land and by increasing the yields from land already 
under cultivation. New land can be opened up. where conditions 
permit, by irrigation, reclamation, or flood control. Yields can be 
increased by the use of fertilisers, by replacing present varieties of 
crops or animals by improved varieties and by better control of 
pests. Knowledge of these and other improved methods are being 
spread among the many millions of cultivators by such means as 
demonstration farms and agricultural instructors. Most ccuntries 
have in fact devoted a large proportion of their programmes to 
measures (including community projects and extension service) 
which will directly or indirect.y increase agricultural output. 

6. Improved means of communication and increased supplies of 
power are basic forms of investment. They are assential to develop¬ 
ment. and they will remain essential whatever changes may be 
made from time to time in the general structure of the economy and 
in the types of goods produced. Better roads or railways enable the 
growers of agricultural produce to send their produce to more distant 
markets, where it is more needed and commands a higher price, and 
in general promote the expansion of production and trade in all 
fields. In the same way electric power is needed for many purposes, 
including irrigation and manufacturing. 

7. Not all the programmes contain expenditure on various social 
welfare projects such as health, education and housing, which would 
be regarded as adequate. The importance of developing human re¬ 
sources is generally recognized, and the improvement of the health 
and knowledge of the people is very desirable, both as an end in it¬ 
self and. in the long run. as a means of improving productivity. But 
the amount which a country can afford to spend on social welfare 
depends largely on the size of its national income. Development 
measures which directly increase output will enable a growing 
amount to be devoted to social welfare as the increase in national 
income per head provides a larger margin above the sunis needed to 
maintain an adequate minimum standard of living. To 'vhat extent 
the growth of social capital should be promoted immediately at the 
cost of drawing capital away from more directly productive fields 
is a question which each country must decide for itself. 

8. In money terms the amount spent by public authorities on 
development was greater in 1952-53 than in 1951-52. the first year 
of the Plan. This is shown by the following Table, which also gives 
estimates for 195S-54. 
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Public Authorities Expenditure on Development (1) 


(£ Million) 




195J-52 

(Actual,? 

1952-53 

(Revised) 

1953*54 

(Estimate) 

i« Burma • 

* • • « 


11 

17 

29 

2. Ceylon 

« • « 1 


20 

23 

27 

India 

• 

4 

219 

264 

332 

4^ Indonesia 

• • • . 

4 

37 

60 

46 

5» Malaya and British Borneo 

a 

27 

21 

33 

6 . Pakistan . 

* ^ • 


3X 

44 

61 


Total . 

e 

345 

429 

528 


Food, Power and Transport 


9. Much of this expenditure was in the three main fields above 
referred to. The following figures for India, Pakistan and Ceylon 
wiU serve to illustrate the relative importance of these three cate¬ 
gories in the various programmes. 


DEVELOPMENT EXPENDITURE IN THE PUBLIC SECTOR 


J* India (R$« million) ~ 

Total expenditure 

(a) Irrigation 

(b) General . 

Multi-purpose projects 
T^sport . 

& Ponr 

( 2 ) Pakistan (R$. million) 

Total Expenditure 
*Agri culture 

(a) Inigation 

(b) General • 

Multi-purpose projects 
Truxjport • 

Sc Powet 

<3) million) 

Total Expenditure 

Agriculture 

^tipurpose projects 

& Tdcconununicaticns 
•PoelAPos^'er 


1951*52 
(Actual) 


1952*53 

(Revised 

Estimate) 


1953-54 

(Es1iID8IC) 


2 . 9 t 5 2 

3*525 5 

4*429 s 

260 5 

34«-2 

470 0 

263 2 

354 2 

562 S 

354 1 

457 I 

503 I 

971 5 

M 57 6 

r. 375-5 

214.S 

256 0 

302.2 

289.4 

404-9 

560. S 

96 8 

X08.3 

123 7 

2-1 

S 4 

20 0 

5-1 

29-4 

8r.i 

49-6 

55-2 

68-3 

9 4 

i: 8 

41 6 

270*9 

303 0 

355 0 

66 3 

90 9 

103. r 

61 4 

4d 0 

30 0 

7 o-o 

100 5 

88 0 

9 9 

45 6 

X 5-1 


aw caxr^iirx;:, ^moodia, Loas, and Vict Nam. These countries 

developmental and social welfare projects but they cannot 
promimnc of developmental activity untd their Situation 

NeSre to the*table include Ncpa“ 

expenditures in 1953-54 to ihcvaJue^of 
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10. Although many of the projects are long term in character^ 

there arc indications of a real advance in the first two years of the 
Plan, A review of the progress achieved by these countries whose 
six year programmes appeared in the 1950 report shows that, in the 
agricultural field, 3-5 million acres of land in India have • 

benefited by irrigation works and the production of food 
has increased by nearly 5 million tons. Ceylon opened up.40,000 
more acres of irrigable land. Pakistan (which suffered a heavy fall 
in the yield of agricultural crops during the period due in main 
to a severe drought) added 400.000 acres to the cultivated area and 
made progress with her irrigation works. The Federation of Malaya 
completed the irrigation of 200.000 acres of paddy land. In the field 
of power. India increased generation capacity by 315,000 k.w. Pakis¬ 
tan increased the total electric power capacity from 70.000 to 140.000 
k.w. Ceylon increased her capacity by 25.000 k.w. Singapore has 
brought into operation a new power station with an interim capacity 
of 50.000 k.w., and the Federation of Malaya has also jompleted and 
brought into operation the first stage (40.000 k.w.) of a new power 
station. Transport accounted in 1952-53 for nearly one-third of 
India’s estimated expenditure in the public sector (Rs. 1.157 million 
out of Rs. 3.525 million), and for a significant proportion of the 
development programmes of the other countries mentioned. 

Main deuelopment in individual countries 

11. The Chapters on the various countries have recorded numer¬ 
ous achievements, in the fields above mentioned and in others, of 
which the following may be repeated as leading illustrations. 

12. BuTTna is still engaged in rehabilitating her economy after the 
extensive damage of the war period. A considerable amount of land ^ 
has been reclaimed and is now under cultivation. In 1952, 633,009 
more acres were sown to paddy than in 1951. A cotton seed farm was 
established for long-staple cotton; a dairy farm was set up with 
imported cows from Pakistan; seedlings were procured for planting 
300,000 coconut trees. A large oil refinery is under constinaction and 
a small sulphuric acid plant is nearing completion. A number of 
Government buildings have been erected and several housing projects 
are under way. 

13. In Ceylon, about 20.000 more acres of irrigable land were opened 
up in 1952-53, mainly under the important Gal Oya scheme, work on 
which continues to make satisfactory progress. The rural develop¬ 
ment scheme was in successful operation. Satisfactory progress was 
maintained in fisheries development. The improvement of Colombo 
harbour was well under way. Stage I of the hydro-electric scheme 
at Norton Bridge was completed, resulting in an increase in capacity 
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f tino K W The plywood factory was re-ovganised and satisfac- 
tor^ P^fesY w ma"dc with the vegetable oil, D.D.T. and Caust.c 
Soda factory and with the paper factory. 

14 In India, irrigation works benoftted 3-5 million acres of land 
1952-53. The Central Tractor Organisation reclaimed 
^ MO 000 acres Owing paitiv lo good seasons, but also 
r/reslu onhe:r::d L/elop.en<a, measures, the production 

of food increased bv nearly 5 million tons as compared with 1951 52. 
Work on Bhakra. Nangal, Damodar Valley. Hirakud and Tungabhadra 
and other projects was progressing satisfactorily. Power generation 
capacity wL increased by 315.000 K.W. The fertilizer factory the 
Chittaranjan locomotive factory and the 

production- The production of fertilizer increased from 35.000 tons 
in 1951-52 to 230,000 tons in 1952-53. The construction of three ships 
was completed. 333 new railway locomotives were commissioned, 
which included 90 procured from domestic production. The two 
principal producers of iron and steel were e.xpanding their produchon 
capacity. Two oil refineries were being erected near Bombay, ine 
production of cotton cloth reached 4.700 million yards, a post-var 
record The production of coal increased from 32 million tons m 
1950 lo 36 million tons in 1952. and that of steel from 1.004.000 Ions 
in 1950 to 1.103.000 tons in 1952. 


15. In Indonesia, considerable progress has already been made in 
approaching the goal of self-sufficiency in foodstuffs, especially rice. 
Imports of rice were reduced from 600,000 tons in 1951-52 to 300,000’ 
tons in 1952-53. Rural education centres were set up to intensify ex¬ 
tension work. The important programme for the transfer of popu¬ 
lation from over-populated areas to under-populated areas was under 
way. Work continued on irrigation projects. During recent years 
nearly 1 million miles of irrigation canals have been constructed. 
Progress was made with highway construction and other communi¬ 
cations. A start was made on the South Borneo drainage plan, in¬ 
volving on area of nearly 500.000 acres. The motorisation of the 
fishing fleet began. The production of petroleum products was 
greatly increased. Various projects concerning industry, labour, 
health, social development and education were under way. 

16. In the Federation of Malaya, the resettlement of over 400,000 

• ^ 9 AM . acres were replanted with high- 

yielding rubber. At Tanjong Karang the irrigation of 50,000 acres of 
paddy l^d was completed. The first stage (40,000 k.w.) of the Con- 
naught Bndge Power Station was completed. The gap in the East 
Coast Railway was closed by the relaying of 200 miles of line. 
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In Singapore, a new power station with an interim capacity of 
50.000 K.W. has been brought into operation. Substantial progress 
was made with the new airport and with housing schemes. 

In Sarawak, progress was made with development of roads 
and air transport and with telecommunications. 

In North Borneo, schemes for irrigation, communications, electri¬ 
city and housing were under way. 

17. In Nepal, the construction of 79 miles of motor road to connect 
Kathmandu and Bhaise was started in September 1952 and the track 
has already been rendered fit to be negotiated by jeeps. Five impor¬ 
tant districts were connected with each other by air services. A 
systematic geological survey of Nepal was got under way. A central 
livestock development farm was established at Kathmandu. A village 
development scheme was inaugurated with trained workers. 

18. In Pakistan, satisfactory progress was made with the various 
multipurpose and irrigation projects. The lower Sind barrage was 
brought to an advanced stage. The total electric power capacity was 
increased from 70,000 to 140,000 K.W. The cotton textile industry 
made remarkable progress. The number of spindles installed, or in 
process of being installed, amounted to 950,000 as against 178,000 at the 
time of partition. Similarly, the number of looms increased from 
4,824 to 13.300. The jute textile industry also made satisfactory prog¬ 
ress. 3,000 looms were already in production and were able to meet 
the internal requirements of the country in respect of jute goods. 
Two woollen mills with 9.652 worsted spindles and five 
mills with 4,906 woollen spindles, went into operation. Machinery for 
3,660 woollen and 1,060 worsted spindles had arrived and was under 
installation. Four cotton-seed oil plants with an annual crushing 
capacity of 19.500 tons had gone into production and additional capa¬ 
city for 57.500 tons was under construction. A sugar mill with an 
annual capacity of 35,000 tons of sugar was established. A 50,000 
ton Ammonium Sulphate fertilizer plant is under construction. 

19. In Viet-Nam the area under rice has increased by nearly 
500,000 acres since 1951. The consumption of electric power increased 
from 195 million k.w.h. in 1952 to 238 million k.w.h. in 1953. The 
output of coal increased from 638,000 tons in 1951 to 894,000 tons in 
1952 and is expected to exceed 1,000,000 tons in 1953. 

3. Tile Task Ahead 

20. Much obviously remains to be done. As has beer, shown in 
Chapter II, the end of the boom in raw materials prices has left most 
-of the countries in the area with greatly reduced resources while at 
the same time the costs of their development programmes have 
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risen appreciably above the lySO estimates. They cannot base theii 
plans on the expectation of a rise in their export prices in the near 
future. Nevertheless it is 1‘undainenial that despite all diflicuiiies 
they should continue to move forward with their development pro¬ 
grammes as rapidly as possible. 

21. The burden of econonne development programme in anv 
country has to be borne in the main from the resouiccs of the coun¬ 
try itself. External aid can gieatly assist the pif>cess and i.iav even 
at certain stages be vital if the vicious circle of lack of .saving and 
lack of development is to be bioken. But however important, it can 
only be supplemental. It is. theiefoie. clearly necessary for the 
countries of the area to make the maximum elloii to mobilise their 
own resources. 

22. Most countries have alreadv' taken 'tips in that direction. 

They are making further efforts to encourage voluntary savings. 
Some taxes have been increased, and there has been a general move 
to make the administrative machinery for the collection of taxes, 
especially income-tax. more eflicient. Several countries have set up 
Provident Funds, with compulsory contributions from t mployces 
and employers and Ceylon and Malaya have eacli imposed a levy 
on rubber exports to provide a fund for replanting. 


4. The Resources Needed 

23. Each country must continuously review its development pro¬ 
gramme in the light of the resources available or expected to be 
available to it. It must make realistic assumptions regarding the 
amount of capital whicli will be available, from both internal and 
external sources. It must consider also whether the equipment and 
materials needed can be readily procured, and whether the various 
types of managerial and technical personnel and skilled •voikors who 
are needed will be available or can be trained in sufficient numbers. 

ach project must be studied in detail, to make sure that it is lechni- 
cally sound and that the returns wiil justify the outlay, before capital 
IS invested. The different schemes must be given relative priorities 
in order that first things arc tackled fii-st and that the best U 5 e is 
made of the resources available. 


24. The extent to which development plans have been ca>ofulIy 
Z and are not merely a list of desirable pro- 

are between the different countries in the regio'i. But all 

similatT'j^ ^ experience. Some have planning commissions or 
constant which keep the progress of the various r.chemes under 
tive suggest changes in the programmes or in rcla- 

perieLo such revision seems desirable owing to ex- 

UD changes in conditions since the plan was drawn 

somewhat^exiM^^ nearly all the countries must be regarded 

*49 M of P —,2 
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25. Ceylon has had the benefit of a visit by a Survey Mission 
from the International Bank, which has advised on its development 
programme, and Malaya is awaiting guidance from a similar Mission, 
due to arrive early next year. 

26. The successful execution of these plans will depend on the 
extent to which the three main components required are or can be 
made available. These are. capital goods; trained men; and finance. 

Capital Goods 

27. Early in 1952 the countries in the area had been much con* 
cerned about the availability of capital goods, which were then in 
heavy demand for many purposes. By the end of 1952 there had 
been a marked improvement in the range of lighter capital equip* 
ment. and at the present time delivery dates for all kinds of capital 
equipment are generally speaking normal. This improvement in 
supplies is due in large measure to the easier position of steel sup¬ 
plies. Although prices are still high in relation to 1950 levels, the 
supply of capital goods, provided that finance is available, should 
not present undue difficulties. 

Trained Men 

28. Technical co-operation was intensified and extended in the area 
during 1952*53. The number of requests for assistance increased as 
more countries came into the plan and the economic development 
programmes of the other member countries got under way. This 
increase in technical co-operation has made for a closer relationship 
between capital development and technical co-operation. A related 
tendency was an approach towards a better balance between training 
at home and training abroad. In the short run. the main emphasis 
must be on the preparation and execution of plans which will result 
in increased production in the shortest possible time, and for this 
purpose some countries have placed a good deal of reliance on experi¬ 
ence and techniques which are at present only available from abroad. 
From a longer point of view, the countries of the region aim to 
develop facilities for training more of their own technicians of all 
grades from the mechanic and the agricultural extension worker to 
the university professor and the social scientist. There will always be 
room for exchanges of experts and trainees as there is and always has 
been between even the most highly developed countries. Medium and 
lower grade technician in every branch of industry and administration 
(whose role is just as important as that of the qualified professional 
men and who will be needed in millions rather than thousands) can 
only be trained in their own countries. Consequently technical c<^ 
operation funds have been used to establish and equip training insti¬ 
tutions in the countries of the region. It takes time to develop insti¬ 
tutions of this kind, but unless the task is attended to urgently some 
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of the projects now being started may wither away owing to lack 
of trained men of all kinds. The development of training institutions 
-within the area is something to which all the technical assistance 
•organizations can contribute and the Technical Co-operation Scheme 
znay have a special part to play in connection with the provision of 
•equipment. 

29. The basic concept of the Colombo Plan has been co-operation, 
with each member country doing what it can to assist in the develop¬ 
ment of the area as a whole. Acting in this spirit. Ceylon, India. 
Malaya and Pakistan are joining the other donor countries offering 
facilities for training in their countries, and the possibility of extend¬ 
ing these facilities within the area is being considered by the several 
governments. Since the development schemes in operation in any 
particular country of the region are likely to be repeated elsewhere 
with certain modificatjons. the planners, managers, engineers and 
trainees can often learn more from such a project actually being 
carried out in the area than from a completed project in an already 
developed country, where conditions may differ from those of the 
region and where more emphasis has to be put on replacing men by 
machines. To promote this kind of training, the Council for Tech¬ 
nical Co-operation has agreed that capital expenditure on buildings 
is a proper charge on a country’s contribution to the scheme provided 
-substantial benefits are offered to other countries in the area. 


30. Now that the various schemes have gathered momontum. the 
•Council is about to. take up the task of measuring the impact of the 
Technical Co-operation scheme on the several economic development 
programmes. The Council may be able to report progress in this 
respect in the coming year. 

J’lTUince 


31. During 19M-51 most of the countries enjoved very favourable 
te^s of trade^ The prices of most of the raw materials and primary 
l^oducts which form the great bulk of exports had risen Tharplv 

consequent increase in export earnings, national incomes and 
publ c revenues enabled the countries in the area to finance their 
evelopment programmes almost entirely from their own resources. 

32. During 1952-53 this was no loncer the 'ru 

-all budget surpluses of the boom period. * ^ 
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on their reserves and by external aid in the form of loans or grants; 
and, in some cases, by raising internal loans. Some were compelled' 
to engage to some extent in deficit financing by borrowing from the- 
Banking system in order to meet their current expenditure. 

Deficit Financing 

34. One way to increase the fiscal resources available to govern¬ 
ments for public expenditure on development is to Increase the 
total money supply and simultaneously to place the additional 
money supply in the hands of the Government—that is to engage in. 
what is commonly known as deficit financing. 

35. To follow this course will inevitably aggravate the risks of 
inflation that are-inherent in any intensive investment effort. Such 
risks are inherent because, during the period until the new produc¬ 
tive facility comes into full production, investment increases spend¬ 
able incomes without proportionately, if at all, increasing the supply 
of consumable goods. To resort to deficit finance aggravates these 
risks because, in contrast to financing development by taxation and 
borrowing, no spendable income is withdrawn from the hands of the- 
public to offset the additional incomes created. 

36. In view of the low level of per capita incomes in most coun¬ 
tries of the area, the consequences of inflation would be particularly 
serious. Inflation necessarily entails real hardships for large 
numbers of people who are unable to increase their money incomes 
to meet the higher prices. Moreover, it is difficult in these coun¬ 
tries to increase the output of consumer goods quickly. For these 
reasons the extent to which deficit financing of investment program¬ 
mes can be used in this area is relatively small. 

37. It is recognised, nevertheless, that, if other means of finance- 
are inadequate a country may have to choose between the dangers 
of inflation and the risks of failing to develop the national economy 
to keep pace with the growth of population. 

5. Private Investment—Domestic and Foreign 

38. From the outset of the Colombo Plan it has been recognized 
that private capital, both domestic and foreign, would be needed to- 
attain the desired objective. A large part of public developmental 
expenditure is on projects which for one reason or another are not 
suitable for private investment. Where it is in the pub ic interest 
to provide services free (eg. roads) or at a relatively low charge 
(e g. water) there are no opportunities for making profits. A large- 
scale irrigation project for example might give high returns in the 
form of increased output but would not be undertaken by private 
enterprises. It was hoped that public expenditure on such basic 
pu. poses as the improvement of transport and communications and 
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:the development of electric p®\ver would pave the wav tor private 
investment and would help to attract it. Such public investment 
might in other words be described as a development stimulator. 

39. Throughout this area, the amount of local capital o\’ailable for 
large-scale investments is not vor>' great. In mo.st of these countries 
large-scale investments of capital, especially where the prospects of 
profit are uncertain, must often bo made by the Government itself, 
or they might not be made at all. Private onieipiise may be unwill¬ 
ing to lake risks in new and untried fields. Hence Governments, in 
the interests of the community as a whole, enter fields such as certain 
branches of manufacturing (tlie fertiliser factory at Sindri in India 
is a recent illustration) which in more developed countries would 
usually be left to private enterprise. In some instances, the Gov¬ 
ernment intends to transfer such enterprises, once they are well 
established, to private hands. Another possibility is for the Govern¬ 
ments to attract private capital into a new field by offering to parti¬ 
cipate with it in a joint venture. This policy has been adopted for 
certain industries by the Government of Pakistan operating through 
the Pakistan Industrial Development Corporation. 

40. In most countries there has been an appreciable increase in 
domestic private investment, although comprehensive figures are not 
available. But more is needed, and several governments are offering 
special inducements in the form of income-tax reliefs or generous 
depreciation allowances in order to attract more domestic private 
capital. 


41. The measures taken to encourage domestic capital investment 
also serve to attract foreign capital and are an earnest of the wish 
of the countries concerned to welcome such capital. In most countries 
national treatment is accorded to foreign enterprises, and facilities are 
given for remittances of profits as well as for repatriation of new 
capital investment. In view of the keen competition that exists for 
foreign capital all over the world and the opportunities for profitable 
investment in the countries of origin, it is recognized that the amount 
of foreign capital which would be attracted to this region would in 
any case fall short of its needs. There is no doubt that the countries 
of the region will review the situation from time to time and take 
such additional measures as may be required. One hopeful approach 
to this problem is to invite foreign capital on a specific-project basis 
on mutually agreeable terms. 


t>. individual Self-help 

42. The broad objective is to increase output in order to raise 

i^esW margins for saving and 

mvestment, thereby paving the way for further expansions of output 

-A very important way of helping to achieve this objective and a wav 

^h.ch requires little or no capital is for individuals io Help then^elv/s 
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by working harder and more efficiently. The knowledge of improved 
methods is being spread by such means as Agricultural Extension 
Services, and Governments are making efforts to inspire a wish for 
new knowledge and better ways of life, and consequently a readiness- 
to adopt improved techniques among the mass of the people. 

43- The practice is spreading of local communities helping them¬ 
selves by providing for their own needs, for example by building 
roads and schools or digging wells and small irrigation channels with 
their own voluntary labour. In some instances Governments have 
shown interest in. and have assisted such community projects. 

7. Importance of International trade policies 

44. Most countries in the area export a considerable part of their 
output, and the prices of their main exports are subject to wide 
fluctuations from time to time. The size of their national incomes 
and therefore the extent to which they can finance developmental 
programmes from their own resources, depend to a considerable degree 
on external trade. This dependence on world markets means that the- 
success of plans for future development in the area may be greatly- 
affected by the outcome of the international discussions and of the 
reviews of national economic and trade policies which are now taking 
place. As producers and exporters of raw materials, several countries 
in the area have a great interest in measures, such as commodity 
agreements, for securing stability in prices at reasonable levels and 
the urgency of continuing the international efforts to promote such, 
agreements can hardly be over-emphasised. 

8. Conclusions 

45. The Colombo Plan programmes are reaching a crucial stage. 
The countries of the area have shown their determination to carry 
them through, and the decline in export earnings, while it has added 
greatly to the difficulty of the task, has made it more than ever neces¬ 
sary to press ahead with the development programmes. 

46. The success of these efforts will depend on three conditions: 
First they must concentrate on the essentials of their programmes and 
must make the fullest use of all their resources, human, material and 
financial. Secondly, they must follow sound internal policies design¬ 
ed to check inflation and secure the highest possible level of saving 
and investment. Thirdly, the present flow of external financial aid 
must be continued and, if possible, increased. 

47. The difficulties are indeed formidable. But difficulties can be 
a spur and a challenge, instead of a deterrent, and the Colombo 
countries have shown that they can plan both boldly and 
realistically and readjust themselves to good fortune and bad. Their 
courage and resourcefulness, have been severely tested in the 
year, and the manner in which they have responded is perhaps the 
surest guarantee that the Colombo Plan will come up to. and evea 
surpass, the hopes with which it began. 



ANNEXURE 


REPORT OF THE COUNCIL FOR TECHNICAL CO-OPERATION 

IN SOUTH AND SOUTH-EAST ASIA 


iDtrodaction 

The Report of the Council for the period ended 31st December 
1951, was published as an Appendix to the Report of the Fourth 
Meeting of the Consultative Committee which was held in Karachi 
in March 1952, The Council’s Report on its activities during 1952 
was published as a separate document in April 1953. The present 
Report brings the position up to date to 30th June 1953, 

2. Indonesia became a member of the Council in February 1953. 
but otherwise the membership is unchanged. Mr. R. Coomaraswamy 
remained President of the Council throughout the period and there 
has been no change in the staff of the Bureau. Dr. P. W. E, Curtin 
of Australia has however been appointed to replace Mr. G. M. Wilson 
as Director as from August, 1953. 


Statistical Summary 

3. The flow of technical assistance has increased steadily and 
shows a marked increase on the figures for 1951. The cumulative 
figures of experts and training facilities requested and provided since 
the inception of the Scheme up to 30th June 1953 are shown in 
Table A. Up to the end of 1951, 45 experts and facilities for 309 
trainees had been provided. The corresponding figures for 1952 are 
90 and 638 and for the first half of 1953. 42 and 298, making a total 
of 177 experts and 1145 training places. An analysis of these figures 
giving details of the experts and training facUities provided by and 
to the various countries is given in Table B. The broad fields of 
activity in which assistance has been requested by and provided to 

a^d Appendix I. Appendices II 

f assistance provided to the area 

y the United Nations and the United States up to 30th June, 1953. 
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TABLE 

AppUcations far Experts a^id Training Facilities up to 

SOth June J 953 


Experts Trainees 


Countn* 


Applied 

for* 

Number 

provided 

Number of 
places 

applied for* 

Number of 
places 
provided 

Brunei 


% # 

% • 

2 

2 

Burma 

♦ 

1 

• • 

12 

7 

Ceylon 

• 

110 

69 

424 

26$ 

India 

• 

6? 

39 

4*^6 

352 

Indonesia 


• • 

i ♦ 

78 

76 

Federation of Malaya 

• 

45 

17 

130 

65 

Nepal 

• 

• 4 

4 4 

21 

to 

North-Bornco 


2t 

4 

12 

11 

Pakistan • 

• 

6t 

45 

402 

281 

Philippines 


« • 


30 

2$ 

Sarawak • 

4 

3 

2 

13 

12 




f 

17 

X6 

Singapore * 


1 

i 







17 

17 

Thailand 

. 

4 « 

$ 4 





309 

177 

1644 

1I4S 


•Applications withdrawn or in suspense arc omitted from these figures. 
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TABLE E 

Analysis by countries oj coiiiplctd cases up to the oOlhJufV litoi 
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4. Ceylon. India and Pakistan continue to account for the great 
majority of the experts and the training facilities that have been 
provided. Between them, they have taken 153 of the 177 experts and 
have sent 901 of the 1145 trainees. They have also provided 5 of the 
experts and facilities for 104 trainees. But an increasing proportion 
of the assistance is going to other countries in the area. Up to the 
end of 1951. no experts had been provided to other parts of the region 
and training facilities had been provided for only 24 trainees. The 
figures up to the middle of 1953 are 24 experts (all to United Kingdom 
Territories) and 244 training places of which Indonesia accounted' 
for 76 and the United Kingdom Territories for 106. 

5. There has also been a marked increase in requests for and the 
provision of equipment for training and research institutions. 

Objects of Technical Assistance 

6. According to its Constitution, the Council for Technical Co* 
operation will organise the provision of assistance in the form of 
experts, training and experience overseas, and the provision of 
equipment for training or use by technical experts. Some account 
of the assistance that has been provided under these headings is 
given in the following paragraphs. Broadly speaking, it Is related 
to three aspects of development. The first is the drawing up of 
plans, either for development as a whole or for individual projects 
within the general development programmes, and a number of 
experts has been provided to assist in work of this kind. The second 
aspect is the execution of specific projects, e.g.. the building of a dam, 
the setting up of a factory or hospital, or the carrying out of an 
aerial or geological survey. This may involve engaging a specialist 
from overseas to supervise some aspect of the work and to take 
executive responsibility for it. or sending trainees abroad to gain 
experience which is not available in their own countries. The third' 
aspect is the training in their own countries of technicians of all 
kinds who will be needed to man the vast engineering projects, the 
irrigation works, the new trades and industries, and the transformed' 
agriculture towards which the whole region is striving. 

7. In the short term, the main emphasis must be on the preparation 
and execution of plans which will result in increased production in 
the shortest passible time, and for this purpose some countries will 
have to place a good deal of reliance on experience and techniques 
which are at present only available from abroad. From a longer 
point of view, it is vitally important that the countries of the region 
should develop facilities for producing their own technicians of all 
grades, from the agricultural extension worker and the mechanic to 
the university professor and soil scientist. There will always be 
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room for exchanges of experts and trainees as there is and always 
has been between even the most highly developed countries, and it 
is unlikely that many schemes will be held up for lack of the lelative- 
ly small number of highly qualified specialists that they need. 
Where they are not available locally, they can nearly always be pro¬ 
cured from abroad either on normal contracts or through cne of the 
technical assistance schemes. But the medium and lower grade 
technicians, the agricultural extension workers, the teachers and the 
w'hole range of non-commissioned officers in every branch of .nduslry 
and administration, whose role is just as importa.nt as that of the 
qualified professional men and who will be needed in millions rather 
than thousands, can only be trained in their own countries. This 
%vas recognised when the Council's Constitution was drawn up and 
paragraph 26 states ‘‘Governments will make special efforts .o en¬ 
courage the training of personnel in the trainee's own country, and 
for this purpose other co-operating Governments will devote us large 
a proportion of their contribution as. is practicable to i>rovide leach¬ 
ing staff and material facilities.” It is also for this reason that 
technical co-operation funds may be used for the establishmcni. 
equipment, extension or endowment of training or other institutions 
in the countries of the region not available under any other scheme.” 
It takes time to develop institutions of this kind, but unless the job 
IS taken in hand urgently some of the projects now being vtaned up 
may wither away through lack of trained men at all levels to sustain 
them. Technical assistance, supported where necessary by counter¬ 
part or other capital development funds, can make a major contribu¬ 
tion to this dev^opment. The faster the under-developed countries 
approach self-sufficiency in skilled manpower, the better will techni¬ 
cal assistance have done its job. The development of the necessary 
raining institutions within the area is something to which all the 
technical assistance organisations can make a conf.ibution and be- 
cause of the relative freedom with which it can provide equipment 

this^Tld""'' Scheme may have a special part^o play in 


8. The need to develop technical skills within the area has been 
increasingly recognised by all member countries, both donor and 

equipment for technical training and 
oth6r institutions is one way of achieving thi® u \ % y 

given by the provision, whLe neceia^ Ir ^ 

and instructors and of facilities for Asia^ to o organisers 

and training overseas. There 

Phasis in tWs direction during oeriL n'd"' 

a growing tendency for overseas tralnW ^ h" “ 

provision of technical skills and oractioa^ on the 

the mere acquisition of University degrees. rather than on 
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Facilities Provided in 1952 and 1953 

9. The following comments on the facilities which have been 
provided during 1952 and the first half of 1953 are made in the light 
of these general observations. 

Experts 

10. Up to the end of 1951. 177 experts had been reouested and 45 
provided leaving 132 requests outstanding. During 1952 and the first 
half of 1953. requests were made for a further 132 experts (omitting 
requests which were withdrawn or suspended during the ptriod) and 
arrangements were made to provide 132. Thus. 177 experts had 
been provided against 309 etTeclive requests. We have reached a posi¬ 
tion where we are keeping abreast with new requests but we have 
not yet succeeded in reducing the number which are outstanding. 
Of these, however. 33 are less than tliree months old and experience 
has shown that, save in the most exceptional cases, it is impossible 
to find a suitable person who is prepared to go abroad in less time 
than this. As regards the remaining 99 requests, candidates have 
been ofTered against 36 and a response is awaited from the applying 
country. There are thus only 63 ca.*5es. or about one fifth of the total 
which are more than three months old and in which no candidate 
has yet been ofTered. and past experience suggests that a number of 
these are likely to be withdrawn. This improvement is due to better 
administrative arrangements in both the requesting and supplying 
countries, to the maintenance of a sense of urgency in meeting the 
needs of the under-developed countries, and to the way in which the 
Colombo Plan idea has caught the Public imagination in all member 
countries. The type of expert which it is proving most difficult to 
find are engineers of all kinds and people to take charge of specialis¬ 
ed departments in advanced technical institutes. 

11. Most of the experts who were provided were engaged for 
.specific projects where their duties included the training of local 
personnel as we;i as some measure of executive responsibility for 
the Scheme on which they were engaged. Numerous examples could 
be given, but typical cases were, in the case of India, the provision 
of mechanical and electrical engineers for river valley developments 
and rate fixers and demonstrator operators for the new locomotive 
works at Chittaranjan: in Ceylon the provision of an engineer for 
the Government trawler, irrigation engineers for Gal Oya and a re¬ 
search worker in the Department of Economic Research for the 
Central Bank; and in Pakistan a town planning consultant, a director 
for a bacteriological laboratory, and a horticulturist as Director- 
General of Agriculture in the North West Frontier Province. 

12. There has been an increasing demand for experts whose main 
<iuties will be the training of local personnel. Pakistan, for insUnce, 
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has '.equested that a specialist who reported on the modernization of 
telecommunications training establishments should return for 2 
years, together with the necessary equipment, and help to put his 
recommendations into effect. India has been provided with a tool¬ 
room foreman at the Indian Institute nf Technology. Tne Federation 
of Malaya, is recruiting, mainly from Canada. 17 science and trades 
instructors, and Ceylon has recruited from New Zealand a specialist 
in practical training in schools to be attached to the Department of 
Education. 

13. There has also been an increase in schemes which Cf'n.bine 
capital and technical assistance. The Governments of Australia, 
Canada and New Zealand are combining to provide capital equip¬ 
ment and technical assistance for an experimental live.stock farm in 
the Thai area of Pakistan, and co-ordination is secured through a 
joint committee in Canberra which can draw on the advice and ex¬ 
perience of the technical departments of the Australian Government. 
Australia is also providing Ceylon with a large number cf tractors 
and has sent two experienced operators to train Ceylonese personnel 
in their use and maintenance. The Canadian Government is supply¬ 
ing equipment and personnel for a pilot project ;n mechanised fish¬ 
ing in Ceylon which will involve the provision of four vessels. a 
refrigeration plant and a canning plant as well as about 12 exp'uts. 
They are also to provide equipment and personnel for an aerial and' 
geological survey of Pakistan. Following a report cn the whole 
problem by a Colombo Plan Expert, self-contained surgical teams are 
being sent out on anti-tuberculosis work in Ceylon, w hile at the same 
time Ceylonese doctors and nurses are being trained ;n the United 
Kingdom. Moreover the Australian Gov'ernment as part of their 
capital aid to Ceylon are financing the development of anti¬ 
tuberculosis clinics and are endeavouring to provide nvirses trained 
in anti-tuberculosis work. The combining of capital and technical 
assistance in these ways is of obvious value and is very satisfactory 
development, 

Trainees 

14. During the period requests for training facilities increased by 
863, and places w'ere found for 836. This satisfactorv result is due 
to the great co-operation shown by univei-sities. public utilities 
government departments and private industry in all membcM coun¬ 
tries. The figures given above include a considerable number of 
trainees who have attended seminars in Australia in public adminis¬ 
tration. trade promotion and social welfare, and a i ublic health 
obseiwation mission which visited Canada. In the production fie d, 
the Association of British Insecticide Manufacturers has arranged 
for training in the techniques of crop protection for 42 government 
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agricultural officei-s and technicians from private research establish¬ 
ments. and the National Coal Board has. in association with the 
University of ShefTield, arranged specialised academic and practical 
training in coal mining for 45 mine managers and potential managers. 
Apart from the importance to economic development of exchanges 
of these kinds, they can contribute greatly to the promotion of in¬ 
ternational understanding in donor and recipient countries alike. 

15. Overseas training is being given in a very wide range of 
subjects, engineering of all kinds, agriculture, industry, administra¬ 
tion, education, radio, social services, health, and so on. In most 
cases the training is designed to widen the trainee’s experience and 
so to make him more proficient when he returns home in the job 
which he was previously doing. In other cases, the aim is to give 
trainees the experience necessary to enable them to staff new projects 
in their own countries, and to develop the sort of training facilities 
which at present can only be obtained abroad. Thus the United 
Kingdom have provided training for 8 men in the iron and steel 
industry' and facilities for a number of technicians to nian the new 
industries which are being established in Cej'lon. They are also 
arranging a special training course for teachers for the technical high 
schools being set up in Pakistan with equipment supplied by the 
United Kingdom. Similarly, the Australian Government has offered 
to provide equipment for a model bakery in Ceylon which will be 
staffed by three Ceylonese w'ho have spent several months gaining 
experience in Australia. Another example of the same kind cf com¬ 
bined operation is Ceylon’s request, which New Zealand is meeting, 
for the services of an expert to start a school of dental nursing in 
which the Ceylonese nurses at present under-going training in 
New Zealand can be employed when they return home. There may 
be room for many more two-way exchanges of this kind in the build¬ 
ing of training and demonstration facilities within the area—the 
provision of personnel and equipment on the one hand to organise 
and start a training institution or to develop an existing one, and on 
the other the gaining of experience in similar institutions overseas by 
the people who will eventually be responsible for its management. 
In suitable cases, technical assistance of this kind can he associated 
with development projects which the receiving country is financing 
from counterpart funds accruing as a result of capital assistance con¬ 
tributions. Schemes of this kind have a great appeal for the country 
providing the experts, the equipment and the training facilities. 
They provide a visible and permanent record of the assistance w’hich 
they have been glad to provide, and the institutions are a permanent 
asset to the countries in which they are located. 

Equipment 

16. The supply of equipment for use by experts and for training 
and research institutions in the region was envisaged in Articles 2 
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and 26 of the Constitution of the Council. There ha.s been a f-teady 
increase in the demand for and provision of equipment of this kind. 
The Government of Pakistan, for instance, plans 1o set up a number 
of Technical High Schools on the lines of one which was e.^tablished 
in Karachi in 1951. This programme has been designed to introduce 
into the secondary stage of education a technical bias of a kind 
suited to the requirements of Pakistan. In respon^-e to a request 
from the Government of Pakistan for equipment for some of these 
schools, the United Kingdom sent a senior inspector of schools to 
Pakistan to advise and report on the project. In the light of this 
report, the United Kingdom have expressed to Pakistan their willing¬ 
ness to provide the entire equipment for eight new schools, and to 
supplement the equipment at a school already established in Karachi, 
at an estimated cost of about £ 136.000. 


17. With a similar object, the Government of Ceylon has decided 
to equip senior secondary schools with workshops so that the normal 
academic education may be combined with handicraft and practical 
training. They have made a request for equipment for 100 work¬ 
shops in the fields of carpentry, metal work, lacquer and weaving. 
Those workshops will be attached to selected schools and v-ill serve 
as a model for subsequent development. The Government of 
Australia has agreed to supply woodwork equipment for 50 of these 
workshops, and light metal work equipment for 20. at a total cost 
of £A. 19.300. The United Kingdom Government has also agreed in 
principle to provide equipment for these workshops and are woiking 
out details with the Government of Ceylon. The United Kingdom 
Government has supplied tool room equipment to the value c£ about 
£35,000 to the Indian Institute of Technology at Kharagpur. They 
have also offered to equip a textile training centre in Pakistan at an 


estimated co.st of about £ 140.000. Equipment is also being provided, 
partly under the Technical Co-operation Scheme and partly from 
capital development funds, for the experimental livestock farm which 
the Governments of Australia, Canada, and New Zealand are combin¬ 
ing to set up in the Thai area of the Punjab. At the end of 1951 and 
the beginning of 1952, Australia sent a Technical Equipment Mission 
to Ceylon, India and Pakistan to determine priority needs in terms 
of projects and instituUo's which Australia could assist. In the 
hght of Its report, Austral.a has allocated to Ceylon £.A. 20.000 for 
equipment for 1952-53 and a further £. A. 20,000 for 1953—55; to 

A* and £. A. 200,000 for 1953-55; to Pakistan 

£. A 30.000 for 1952-53 and £. A. 100,000 for 195.3—55. No other 
member country has made a specific advance allocation of funds in 
this way but. other countries have already met or have under exami¬ 
nation requests for equipment in some cases estimated to cost very 
large amounts. Equipment of a similar nature is being supplied by 
Canada out of funds set aside for capital development. 
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18. Assistance for equipment is m accoidance with the aim of the 
Council to encourage the training of personnel in the trainee’s owm 
country and to devote as large a proportion of the contributions as 
possible to the provision of teaching staff and material facilities. 
Member countries are also prepared, at the request of the Govern¬ 
ment concerned, to consider the provision of equipment which is 
needed to complete projects sponsored by the United Nations or by 
the Specialised Agencies. The only such project which has so far 
come to maturity is a request by the Ceylon Government, supported 
by the Food and Agriculture Organisation, for equipment and 
machineiA’ for the research workshops and laboratory of their 
Forestry Department. The United Kingdom Government has under¬ 
taken to provide the equipment which will cost about £ 17,000. 

Use of Asian Countries Contributions 

19. The basic concept of the Colombo Plan has been one of co¬ 
operation. each member country doing what it can to as.sist in the 
development of the area as a whole. Acting in this spirit. India 
earmarked £750.000 for the Technical Co-operation Scheme. Ceylon 
£400.000 and Pakistan C 161.290. Out of these funds. India has 
supplied live experts (to Ceylon), has taken in 98 trainees from 
countries of the region in statistics, sugar technology, customs ad¬ 
ministration, broadcasting and engineering and has offered 55 
scholarships and fellowship.s in Indian Universities and specialised 
Institutions. Pakistan has offered training in civil aviation, has 
made 30 head of cattle available for breeding purpu.ses in Australia’s 
tropical territories and has arranged to take a trainee from Ceylon in 
dam construction. Ceylon has taken three trainees from oiher parts 
of the area at the Co-operative Training School. Acting in co¬ 
operation with the United Kingdom, the United Kingdom Territories 
in South East Asia have accepted trainees from Cevlon in rural 
broadcasting, and arc arranging for further training facilities for 
candidates from India and Ceylon in arecanut growing and market¬ 
ing. and in immigration laws and practices respectively. 

20. The po.ssibility of extending these facilities within the area is 
under consideration by the Governments concerned. The develop¬ 
ment schemes in operation in any particular country of the region are 
likely to be repeated elsewhere with certain modifications and 
planners, managers, engineers and trainees can often learn rr.ore 
from studying a project which is actually being carried out in the area 
than from the study of a completed project in an already developed 
country where conditions differ from those of the region and where 
much more emphasis has to be put on replacing men by riachines. 
River valley schemes and scheme.s of rural development are obvious 
cases where the exchange of experience and the training of overseas 
officers can be of great value. Such exchanges can be financed by 
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Ceylon, India and Pakistan from the funds which they have ear¬ 
marked as their contributions to the Technical Co-operation Scheme. 

21. At its meeting in April 1952. the Council agreed that capital 
expenditure on buildings was a proper charge on a country’s contri¬ 
bution to the Scheme, provided substantial benefits were offered to 
other countries in the area. This decision arose out of a proposal 
by the Government of India to use part of its contribution for the 
construction of accommodation in which to house foreign students 
attending the rice breeder’s course at Cuttack, and the principle is 
one which can be applied much more extensively. There is, for 
instance, a great need in the area for trades instructors, irrigation 
engineers and road engineers and the facilities for training them 
are at present inadequate. The demand in any one country may at 
the moment not be sufficient to justify providing such facilities for 
that country alone though the total demand throughout the area may 
be considerable Where there is rea.son to suppose that the regional 
demand is sufficient to justify the extension of existing facilities or 
the provision of new ones, a country may use its Technical Co¬ 
operation funds for the provision of buildings which could be 
equipped and. so far as may be necessary, staffed by other members 
of the Council. Such training institutions, which would serve the 
needs of the region as well as of the country in which they were 
located, can thus be built and equipped out of funds set aside for 
the Technical Co-operation Scheme and in this wav a significant 
contribution can be made to building up training facilities within the 
area. 


Co-ordination with Other Agencies 

22. In keeping with the intention of the participating Govern¬ 
ments that the fullest co-operation with the United Nations and other 
agencies providing technical assistance in the area should be deve- 
mped. the Council meetings have been attended by the Resident 
Reoresentative of the Technical Assistance Board in Covlon as well 
as by a representative of the United States Embassy in Colombo. The 
Council wishes to express its gratification that the Technical Assist- 

seen fit to appoint an officer to Colombo who is charg- 
f ®^suring the greatest measure of co-ordination between the 

ivi les of the United Nations and its Agencies and the Council, and 
>fs gratitude for the help and co-operation it has received 
and from the representative of the United 

Council and the repre- 
bv thp -itt A ^ ^c^nical Assistance Board has been supplemented 

Assistance 'htt Technical 

which fh ts -a * Genev.a in September 1952 and bv discussions 
which the President of the Council and the Director have had with 

149 M of P —13 
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officers of the Technical Assistance Board and the United Nations 
Technical Assistance Administration in New York and with the 
headquarter staffs of the Specialised Agencies. The first and most 
effective steps toward co-ordination must however be taken in the 
national capital of the countries applying for assistance. The apply¬ 
ing Governments must themselves take the responsibility of deciding, 
in the light of experience, which organisation to approach with any 
particular request. All participating governments may, however, 
find it useful in particular cases to seek the advice of the agency with 
most experience in that field. There is also room in the individud 
capitals for more regular meetings and for a more systematic 
exchange of information between officers of the governments con¬ 
cerned and representatives of governments and agencies offering aid. 

23. There have been discussions with the Delhi Office of the 
World Health Organisation about the possibility of Australia and 
Canada providing equipment for certain W.H.O. projects in the area. 
Informal talks on the same lines have also taken place between 
participating countries and representatives of the Food and Agricul¬ 
tural Organisation and the International Labour Office. The Council 
welcomes co-operation of this nature. 


Finance 

24. Member countries are required to report twice yearly the ex¬ 
penditure incurred and the cost of commitments entered into towards 
the provision of assistance under the Scheme. By 30th June 1953, 
the total expenditure incurred against the £8 million sterling, 
amounted to £894,159. The expenditure on trainees amounted to 
£598,496; on experts £231,517; and on equipment £64,146. 

An analysis of the actual expenditure on six monthly basis 
reveals a progressive increase in the assistance rendered under the 
Scheme. 


TABLE “A” 

{Pound Sterling) 

Period Actual 


As at 30th June 1951 . 

r 

July/December, 1931 . 
Janiury/JuDc, 1952 . 
July/Deeembcr, 1952 . 
January/June, 1953 . 


16,371 

121,816 

165,490 

236,916 

353,584 
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TABLE “B” 


Accounts of Expenditttre by Co-operating Governments as at 30th June, 19$S 


■ 

(Found Scerlmg) 


Country 

Trainees Experts Equipment 

Total 


Australia • 


220,377 

39,787 

29.659 

289,823 

Canada 



53.863 


>97.08* 

Ceylon 


597 

S 9 

1,789 

2,386 

India 



I>132 

» # 

13,246 

New Zealand 


So,8ii 

24,744 

7.732 

113,287 

Pakistan 


• • 

• • 

1,215 

1,215 

United Kingdom 


14 >.378 

111,991 

23,75> 

277,120 


Total 

598.496 

23>,S>7 

64,146 

894,159 






APPENDIX I 

Subjects in u>hich countries have supplied assistance upto 30th June 1953. 

Canada Ceylon India New Zealand Pakistan U.K. 
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APPENDIX I-contd. 

Subjects in which eoumries have received assistance up to cOth June, 10S3 
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SJJ^dx3 

SOOUIUJX 

su.xixn 

SOOUTCJX 

s 030 mix 

suodxg 

soourcJx 

su9dx3 

S99Q^X 

S)i9dx3 

Sdouiejx 
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S390iriX 

suodxH 

$03OTtiX 

U9dx3 

soourejX 

$U3dxa 

sooorax 

SU9dX3 
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suodscH 

S330TtJX 

sy9dx3 


moiEix 


suodxH 
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APPENDIX III 


Technical Assisiance Provided to South and South-East Asian Countries by 
the United Stales Govemvietii — (1961—-June 30, 1953) 
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